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Celanese Reports on 1947 


Sales 


Sales were the largest in the Company’s history. They 
amounted to $181,083,608, representing an increase of 
$45,881,397, or approximately 34% over 1946. 

The increase in sales volume came principally from new 
plant facilities and improvements in existing plant facili- 
ties, as well as improved operating efficiencies. Sales 
results were achieved through substantially increased 
sales in the chemical and textile divisions. 


Income and Dividends 


Net income after taxes amounted to $24,173,417, an in- 
crease of $8,114,001 over 1946. Provision for Federal 
Taxes on Income amounted to $15,887,000 compared with 
$11,577,000 for 1946. 

Earnings per share of Common Stock amounted to $3.83 
compared with $2.36 for 1946, after providing for the 
Preferred Stock dividends. 

Cash dividends of $3,032,347 and $7,165,717 were de- 
clared on the Preferred Stocks and Common Stock re- 
spectively, making a total of $10,198,064 for 1947 
compared with a total of $7,988,685 for 1946. 


Prices 

The Company succeeded, despite substantially increased 
costs of raw materials and generally higher wage rates, in 
holding the prices of its products at levels that represent 
sound and sustained value in terms of consumer purchas- 
ing power. 

Average wage rates for industry have increased markedly, 
resulting in greater consumer purchasing power. In terms 
of real wages, this has meant a steady and appreciable 
reduction in the relative cost of Celanese* yarns to the 
consumer. 

The Company’s price record has been accomplished 
through such factors as technological improvements in 
manufacturing processes, chemical research to produce 
new and improved products, and more efficient production 
achieved through expanded volume. 


Plant Additions 

The Company carried forward its program of expansion 
and modernization of plant facilities. Expenditures for 
1947 amounted to $36,470,175, compared with $20,310,661 
in 1946. Some of these expenditures contributed to the 
increased sales volume during the year, and others will 
raise production levels in 1948. 

Upon completion of the current program, the Company’s 
plants will have the most modern and efficient equipment 
and processes that our technical knowledge and research 
can now develop. 


Research 

The Company continued its long-range research program 
in the two fields in which it has pioneered, that of cellu- 
losic chemistry for the development of its yarn and plastic 
products, and that of petroleum chemistry for the devel- 
opment of basic organic chemicals derived from petroleum 
gases. 

Expenditures for research amounted to $2,825,119. In 
1946, $2,284,571 was spent. The cumulative expenditure 
for research since 1925 amounts to more than $17,400,000. 


The 


September of last year saw the opening of the central 
research laboratory at Summit, New Jersey, considered 
to be among the finest industrial laboratories in the 
country. New facilities were installed for the Company’s 
petroleum chemicals research and development center at 
Clarkwood, near Corpus Christi, Texas, where advanced 
research in petroleum chemistry is carried on. 


Employees 

The expanding production operations of the Company 
required increased personnel. There were 22,820 men and 
women in the employ of the Company and its subsidiaries 
as of December 31, 1947. 

Total wages and salaries paid to Celanese employees 
amounted to $62,520,107 in 1947. 

In addition to direct payments for wages and salaries, the 
Company spent more than three and one-half millions of 
dollars for employee benefits. This added compensation 
covered'Company payments for Federal Old Age Benefits, 
Federal’ and State Unemployment Insurance, the Com- 
pany’s share of the Employees Retirement Income Plan, 
and the costs to the Company of the Group Insurance 


Plan. 


Raw Material Supplies 

The Company advanced its long-range program for 
assuring the supply of basic materials essential to its 
manufacturing processes. One of the principal accomplish- 
ments within this program is the production at its plant 
at Bishop, Texas, of essential chemicals for use in the 
manufacture of cellulose acetate. 

The Company also carried forward its plans to produce a 
substantial part of its increased requirements of cellulose. 
Arrangements were made with the Government of British 
Columbia for a Forest Management License for cutting 
rights to large tracts of forest which will provide the 
timber requirements for a cellulose plant to be erected 
near Prince Rupert, B.C. Progress was made in the prep- 
aration of the site for the plant, and in engineering work 
preliminary to actual plant construction. 


Sales Outlook 

The Company looks forward to a substantially increased 
sales volume in 1948 from its additional plant facilities. 
The Company’s operations involve chiefly chemical proc- 
esses, and it holds strong positions in the chemical fiber 
industry, the industrial chemical industry, and the cellu- 
losic plastic industry. 

The Company is a principal producer of cellulose acetate 
yarn and staple fiber for textile purposes. It also produces 
viscose process yarn in substantial volume. By virtue of 
the processes used in making cellulose acetate, the product 
in its primary form may be converted either into yarn 
or plastic materials, affording flexibility of operation. 


Annual Report 

The Company’s operations in 1947 are reviewed in the 
Annual Report to its stockholders. A copy will be sent 
without charge, on request. Please address Celanese 
Corporation of America, Dept. 135, 180 Madison Avenue, 
New York 16, New York. *Reg. U.S. Pat. Off. 


CELANESE CORPORATION OF AMERICA 


180 MADISON AVENUE, NEW YORK 16, N.Y. 
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PROGRESS 


The 77th Annual Report of the 
Sun Life Assurance Company of 
Canada reveals a number of 
new all-time records which 
were established by Canada's 
largest life assurance company 
during 1947. Here are a few of 
the highlights: 


Benefits paid to policyholders and 
beneficiaries during the year: 
$101,914,657; 


Total benefits paid since the first 
Sun Life policy was issued in 1871: 
$2,021,889,123; 


Total Assurances in force: 
$3,837,724,159. 


SUN LIFE 


ASSURANCE COMPANY 


OF CANADA 


Copy of the Annual Report for 1947 may be 
obtained from: Sun Life of Canada, Transpor- 
tation Building, Washington 6, D.C. 
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QLC.f- 
AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 

There has been declared a dividend of one 
and three-quarters per cent (134%) on the 
preferred stock of this Company outstanding, 
payable April 5, 1948, to the holders of 
record of said stock at the close of business 

March 29, 1948. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company ot 
New York. 
CHARLES J. HArby, Chairman 
tHHowarp C. Wick, Secre‘ory 


March 18, 19438 


COLUMBIA PICTURES 
CORPORATION 


The Board of Directors has 
declared a stock dividend of 
214% on the Common Stock 
of this corporation, payable 
in Common Stock on May 
14, 1948, to stockholders of 
record at the close of busi- 
ness April 30, 1948. Cash 
will be paid where fraction- 
able shares of Common Stock 
are due. 
A. SCHNEIDER, 

Vice-Pres. and Treas. 

New York, March 16, 1948. 
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“"47’ MUST HAVE BEEN A GREAT YEAR 
FOR PARAMOUNT, BING . .. LOOK AT THE 
KING-SIZE CLUB THEY GAVE ME!” 


“WELL, BOB, AT LAST 
THEY’VE FOUND A HEAD 
TO MATCH YOURS!” 






BOB: Don’t worry about my head. 
I’m talking about Paramount’s ter- 
rific box-office performance. 


BING: Yes, Forty-Seven was an- 
other great year for Paramount. 
Again, Paramount led the indus- 
try in the polls of the year’s best 
box-office pictures. Again the na- 
tion’s exhibitors in the annual trade 





paper polls elected Paramount the 
Number | Producer of profit-making 


as 


_» > 


enantio 


pictures. 


BOB: Wonderful habit Paramount 


has fallen into. 


| Oy 


PARAMOUNT had more top money-making pictures than any other company, with 8 out of the 
29 top box-office films of 1947 . .. according to “Motion Picture Herald’s’”’ Fame Poll. 


PARAMOUNT had more top ’46 - ’'47 box-office successes than any other company, with 3 out 
of 9 that hit the top money-making classification . . . according to “Boxoffice Barometer’s” Poll. 


PARAMOUNT had six pictures in. “Variety’s” list of the year’s twenty leading money-making 
films, topped all other companies in combined gross (as estimated by “Variety”) and equalled 


any other company’s in number. 


BING: That’s what the exhibitors think! Photoplay’s Gallup 
poll of the customers gave Paramount 3 out of the top ten in 
’47. They are “Welcome Stranger,” “Dear Ruth” and “Blue 
Skies.” Pardon my blushes, but it so happens I’m in two of 
*em and, by the way, Joan Caulfield is in all three. And here 
are some of the hits that will make Paramount even greater 
in ’48: “The Emperor Waltz,” “Dream Girl,” “The Big Clock,” 
“Night Has A Thousand Eyes” and “The Sainted Sisters.” 


BOB: What about you in “Connecticut Yankee”? And of course 
“The Paleface” with me and Jane Russell should beincapital letters. 


THE MAGAZINE OF WALL STREET 





GG 


THE ¢ 
days . 
busin 
denly 
pared 
merci 
depen 
questi 
minis’ 
of del 
pairin 

Fav 
ing or 
on inc 
rent | 
power 
WO S| 
queste 
great : 
repres 
evolve 
even a 
the eff 

Any 
today’s 
over m 
of our 
tole is 
Congre 
turn te 
Regarc 
direct . 
tions f 
divert | 


—_—— 
BUSIN 


es 


MARCI 











the 


Poll. 


king 
lled 


TREET 





C. G. Wyckorr, Eattor-Publisher 


1907 Forty Yea 


FY co 


- k 
— ss 

Economics)» ” Se 

Foreign FAlairs 


E. A. Krauss, Managing Edstor 


-7Politics - 





THE MAGAZINE OF WALL STREET 


ArtHur G. GAINES, Associate Editor 


rs of Service 1947 


N 
h 

My, 

Payee 
curities “> Industry 
y “ 
Business 


The Trend of Events 


THE COST OF PREPAREDNESS... While only a few 
days ago, “deflation jitters” were widespread in the 
business world, the paramount question now sud- 
denly is: How will the President’s proposed pre- 
paredness program affect the industrial and com- 
mercial life of the nation? Admittedly everything is 
dependent on congressional action but there is little 
question that Congress must go along with the Ad- 
ministration in some way unless it will court the risk 
of deliberately, gravely and perhaps irreparably im- 
pairing our foreign policy at a critical time. 
Favorable congressional action on military train- 
ing or the draft is likely to have an immediate impact 
on industrial manpower, especially in view of cur- 
rent high employment which left unrelieved man- 
power strains in various segments of industry. The 
wo specific measures on which the President re- 
quested prompt action in themselves do not call for 
great additional outlays, but we can be sure that they 
represent only a part of a larger program still to be 
evolved. And if an enlarged defense program takes 
even a relatively small amount of scarce materials, 
the effects are certain to be felt throughout industry. 
Any remobilization, no matter how limited, in 
today’s conditions are likely to call for new controls 
over materials and possibly even prices. Resumption 
of our role as an arsenal of democracy—and such a 
role is clearly implied in the President’s address to 
Congress last week—may even necessitate the re- 
turn to emergency controls on a fairly wide basis. 
Regardless of whether there would be restoration of 
direct materials controls or mere materials requisi- 
tions for stockpiling, the practical effect would be to 
divert them from civilian goods production. Any par- 


Ss 


tial reconversion to war output—whether for our- 
selves or for our allies — could quickly result in re- 
newed scarcities of consumer goods, particularly 
durables, that almost certainly would lead to revived 
efforts to restore price controls as anti-inflationary 
safeguards. 

In short, priorities in labor and materials might 
lead to substantial cutbacks in civilian output, might 
nip in the bud the price readjustment just begun, 
might even reverse the deflationary trend and in- 
troduce new inflationary pressures unless promptly 
counteracted by controls. And just as any prolonged 
international crisis could mean some sort of a busi- 
ness guarantee far into the future, inevitable impli- 
cations would be new shortages and more inflation. 

As said before, it is up to Congress to decide how 
far such a course of events might carry. If the Ad- 
ministration and Congress agree on the necessity 
of an immediate step-up in the national defense pro- 
gram, impacts will soon be felt. If Congress takes its 
time, if it dawdles, the uncertainty created in the 
interim might nevertheless set in motion a new wave 
of precautionary stocking up that could quickly re- 
verse the price softening of recent weeks. Unless 
business and industry know what is planned, they can 
only surmise and speculate, and speculative activity 
could have deplorable inflationary effects. Hence the 
speedier congressional action, the better it will be. 

The Administration—assuming it will push for 
tighter controls over business soon — will have to 
overcome the suspicion that it is asking for controls 
for political rather than for economic reasons. Its 
recent record in this respect is none too good. It 
can overcome such suspicion by taking business and 
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the country at large more fully into its confidence. 
An effective foreign policy calls for speedy action, 
and speedy action can only be had if politics are laid 
aside in the common interest. Too little and too late, 
may be just as fateful as it was in World War II. 


The present situation squarely places grave re- 
sponsibility upon both Administration and Congress 
in their determination of just how far we must go 
in strengthening our defenses. Properly undertaken, 
there is good reason for belief that we can accom- 
plish what is needed without serious upset of our 
civilian economy, barring necessity of an all-out de- 
fence effort which would be another matter entirely. 
Such an effort is not now indicated. Needless to say, 
even anticipation of it, at some future date, would 
create an altogether different situation. 

For the time being, we may have to get used to the 
idea that even a “cold war’ cannot be fought success- 
fully without a measure of controls that normally 
have no place in a peace-time economy. Business can 
do much to prevent the need for re-imposition of 
large-scale controls by refraining from a buying rush 
in an attempt to “beat” such controls. Congress and 
the Administration can be of even greater help by 
earliest possible clarification and formulation of 
whatever action the situation calls for. 


LABOR TROUBLES... Current strike troubles and 
others that may well follow in the wake of the “third 
round” wage battle now in its initial stages, may 
assume far greater significance than their impact on 
the industries immediately affected, provided that 
our whole economic set-up is not due for a drastic 
change as a result of latest foreign policy decisions. 

Without question, business today is more vulner- 
able than at any time since the war, as witness the 
numerous soft spots that have developed in sundry 
directions. If strikes multiply, the resultant loss of 
worker income may importantly contribute to the 
slackening of business recently noticed, and such a 
development can quickly snowball with weakening 
effects all around. 

By the same token, should industry be forced to 
absorb new wage boosts without compensating price 
increases which at any rate are difficult to establish 
at this juncture, the dilemma of high break-even 
points will become more real than ever. Any drop in 
sales volume would place high-cost operators in a 
difficult position, not only because of the proximity 
of red ink operations but because reducing costs and 
increasing efficiency (thereby lowering break-even 
points) is no easy matter at this time. True, the 
latter has been done in the past and doubtless will be 
accomplished again, but to many it may mean an in- 
terim period of shrinking if not disappearing 
earnings. 

At the moment, reduction of break-even points in 
the face of rising wages poses new problems not 
alone for the business man but in respect to the en- 
tire economic outlook. It is a situation that bears 
watching. Management will doubtless intensify ef- 
forts to cut costs and much has already been done 
along such lines especially where sales volume has 
shown signs of flattening out, or where prices have 
weakened. But there are limits to cost-saving at to- 
day’s high and rigid cost structure. It is a situation 
aggravated no end by the “third round” wage drive, 


coming as it does at a time when costs, just as prices, 
should tend down rather than up. 


INTERNATIONAL WHEAT AGREEMENT... Early 
this month, thirty-six nations including the United 


States signed a world wheat agreement which, if | 


ratified by Congress, will hold the bulk of American 
wheat exports to a price under $2 a bushel compared 
to a current spot price considerably above that fig- 
ure. The agreement is for a duration of five years 
through July 31, 1953. 

Maximum and minimum prices are fixed for each 
of the five years though transactions outside the 
range will always be possible, but these will not 
count towards fulfillment of the obligations assumed 
by the signatory countries. Guaranteed annual sales 
by the United States would be 173 million bushels, 
those of Canada 230 millions bushels. Altogether, 
guaranteed sales under the agreement—or in other 
words guaranteed purchases by importing countries 
—would total 500 million bushels a year, at prices 
no lower than a minimum of $1.50 a bushel as against 
the stipulated maximum of $2. 

The agreement, if approved, means above all a 
continuing and greater measure of control over 
wheat exports from this country and import con- 
controls into other countries. The principal sup- 
plier nations, U. S., Canada and Australia, in order 
to fulfill their obligations, will have to keep close 
tabs on their exports and if these are not being made 
in the quantities and at the prices stipulated, they 
must force them. Conversely, if an importing nation 
has been unable to obtain its full quota at the price 
set forth in the agreement, the International Wheat 
Council can demand that the exporting countries 
make such amounts available. 

When the price of wheat in the United States is 
above the maximum price in the agreement, as it now 
is, the U. S. Government will have to subsidize U. S. 
exports in order to fulfill its part of the bargain, and 
such a subsidy would be bound to have wide reper- 
cussions on grain markets. Not that export subsi- 
dies are new; in 1938 for instance, the Department 
of Agriculture subsidized the export of over 100 mil- 
lion bushels of wheat with the subsidy running as 
high as 35c a bushel. 

In the event of a progressive weakening of grain 
prices as world supplies and demand return to nor- 
mal, the minimum prices would constitute an effec- 
tive cushion against excessive price declines. By the 
same token, as long as markets remain above the 
maximum price, heavy subsidation would seem in- 
evitable. In view of the latter, Congress may ap- 
proach ratification with a highly critical eye and 
favorable action is by no means assured. 

In stipulating maximum and minimum prices 
rather than let world market prices rule, the partici- 
pants hope to avoid the pain of price fluctuations 
that usually accompany a shift from deficit to sur- 
plus in world wheat supplies—a condition which 
many believe is not far away. Significantly, Argen- 
tina and Russia, the other two large wheat export- 
ers, were not represented in the agreement. Obvi- 
ously their ideas on prices could not be reconciled 
with a $2 maximum in the face of present materially 
higher world markets. Both countries in the recent 
past have been demanding for their exportable sur- 
plus all the traffic would bear. 
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“P resident Truman in his special message to Con- 
gress has sounded the call for action that to many 
observers of the darkening world scene appeared 
long overdue. His remarks reflected the deep concern 
shared by all those athome and abroad who long have 
been acutely aware of the growing menace to peace 
inherent in Soviet imperialism and aggression. 
The record of the past three years, during which 
one nation after another has fallen victim to Soviet 
totalitarianism, pro- 
vides eloquent testi- 


“NEXT” 


| as g See OL | By ROBERT GUISE 


NEARER TO A SHOWDOWN! 


that democracy, like totalitarianism, can provide 
strength and unity. 

Czechoslovakia has taught Europe and the world 
that Russia wants slaves, not friends. Realization 
of this is the best guarantee for successful resistance 
to the Soviet program which, unopposed, would sure- 
ly mean the end of the world as we have known it in 
the past, the end of freedom of individuals as well 
as countries, and instead a rule based on threats 
rather than on reason 
and justice. 

The world’s unfor- 





mony to the Presi- 
dent’s indictment. It 
underscores the ur- 
gent need to stem the 
tide of aggression be- 
fore it engulfs the 
world. Once more we 
are confronted with 
the age-old conflict 
between freedom and 
tyranny, and as 
champion of _ free- 
dom, this country 
bears special respon- 
sibility for leader- 
ship. If we were slow 
in joining the issue, 
the President’s mess- 
age has now made 
clear that it will be 
fought not merely on 
the material and 
propaganda plane, 
that we are ready to 
go beyond economic 
help for those coun- 
tries willing to resist 
communist aggres- 
sion. His statement 
that “the determina- 
tion of free countries 
of Europe to protect themselves will be matched by 
an equal determination on our part to help them 
protect themselves” makes this abundantly clear des- 
pite absence of specific commitments. 

The western world is fully aware now that it is en- 
gaged in a race against time and the rising power of 
Soviet Russia. Unfortunately much time has already 
been lost while Russia’s ruthless policy of aggression 
and expansion was countered by ill-advised efforts at 
appeasement. Ever since the war’s end, the demo- 
cratic world found itself facing, in Russia’s ruthless 
Policy, an exact repetition of the high-handed and 
calculated action and methods of the former Nazi 
regime, a course that finally has placed world peace 
and security in imminent danger. Crystallization of 
Western resistance to Russia, precipitated by the 
Czechoslovak coup, at long last gives rise to hope 
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tunate experience has 
thought that if neces- 
sary, ruthlessness 
must be fought with 
ruthlessness. Presi- 
dent Truman’s strong 
condemnation of Rus- 
sia’s course places us 
on record that tactics 
of intimidation and 
coercion will hence- 
forth be firmly re- 
sisted. Totalitarian- 
ism knows only one 
language — physical 
force. To all practical 
purposes, the Presi- 
dent has told the rul- 
ers in the Kremlin 
that for the sake of 
future world peace 
and security, we shall 
stand ready to pit 
force against force if 
Russian  intransige- 
ance leaves us no 
other course. 

Europe has been 
speculating actively 
and anxiously on the 
possibility of the United States providing a supple- 
mentary weapon of defense—that is a military guar- 
antee in addition to economic assistance. While such 
a guarantee has not yet been forthcoming, far more 
concrete help than in the past was plainly implied in 
the President’s statement. His call to action has tre- 
mendously strengthened Europe’s will to resist, as 
witness the recently formed Western European de- 
fensive alliance to check communism, which this 
country is fully prepared to back up. Democracy, 
united democracy, at long last has taken the offensive 
awakening from its stupor and disunity that in the 
past so frequently made effective action impossible, 
or too late. It took a deadly threat to its very exis- 
tence to bring this about. But once aroused, there is 
every reason to hope that democracy, as in the past- 
will prove itself superior. 
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Market Outlook Into Second Quarter 


WE BELIEVE: It appears doubtful that the market is likely to have a sustained rise on “arma- 
ment boom” psychology, although last week’s snap-judgment buying rush will probably induce 
some further rally. The general world picture is more, not less, uncertain. At this writing there 


is no change in our conservative, middle-road market policy. Continue to hold substantial re- 


serves pending consolidation of the rally. 


By A. T. 


| a month of sidewise drift within an 
exceedingly tight trading range, the market’s per- 
formance in the final two trading sessions of last 
week—the sessions of March 19-20—was significant 
in two respects. First, it ended any immediate threat 
that the January-February decline would be ex- 
tended into a new phase of the bear market. Very 
likely it ended this threat at least for a time period to 
be measured in weeks, rather than days. Second, it 
probably implies an intermediate swing—another of 
the many that we have had within the familiar range 
163-186 for the Dow-Jones industrial average over 
the past 18 months—rather than a minor rally. 
The immediate background for this change was a 
brisk sell-off on March 16 in nervous anticipation of 
the President’s message to Congress on foreign pol- 
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icy. This carried the Dow industrials slightly under 
the February bottom to a new 1948 closing low of 
165.39, or again within very close striking distance 
of the old bear-market double bottom a fraction 
above 163; but it left the railroad average above any 
technically significant support level, continuing the 
superior rail action maintained ever since last au- 
tumn. Then came the Truman message. 


The President’s Message 


From a practical market point of view, there were 
two initial reactions to what Mr. Truman had to say. 
First, the message was taken as less disturbing, in 
its bearing on previous rising apprehension about the 
threat of war, than many had anticipated it might 
be. Second, it was regarded as having 
inflationary implications. The market 
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rose modestly, mainly on relief, the day 
on March 17 and March 18; but in the 
next session, with volume expanding 


itd 320 materially, the Dow industrials were 
310 310 up 2.75 points. In the two-hour final 
300 SUPPLY OF STOCKS 300 session there was a buyers’ rush. 
(AS INDICATED BY TRANSACTIONS 
290 AT DECLINING PRICES) 290 Volume on that spurt reached the 
280 280 largest Saturday figure in over two 
270 270 years; and the industrial average rose 
260 aid 3.45 points to a level of 173.12, recov- 
ering all ground lost since about the 
&50 250 third week of January. In short, in 
240 240 three trading sessions the industrial 
230 ae average advanced from the bottom of 
- this year’s trading range (165.39-181. 
ni ee pi - — = > ed range 
and less than 2 points under the half- 
200 DEMAND FOR STOCKS 200 way mark in the moderately broader 
140 (AS po yoo on range maintained since October 1946. 
180 180 A word of caution is in order. To be- 
170 170 gin, a trading range market “looks 
sie good” on any active rise from the lower 
ta area of the range, but is likely to meet 
130 150 a ——_* increase in stock for - 
140 ~ 140 as the averages enter to top half of the 
130 ee Sa 130 range. Whereas the industrials have 
ve sil met stubborn support repeatedly in the 
a 8s. © 7 | 8S TFT Mw ff 2 6 OU area 163-167, on rallies they have met 
bec. JAN. FEB. MAR. equally stubborn supply repeatedly in 


the area 181-186. In fact, the last three 
rally highs (July, October and late De- 
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cember of last year) were 
descending ones. If there is 
a question whether we are 
still in a bear market, there 
is an even bigger question 
whether a new bull market 
lies ahead. It would take a 
rise in the Dow industrial 
average above last July’s in- 
termediate recovery high of 
roughly 186 to “signal” a 
bull market. The rail aver- 
age has only a little over 2 
points to go to better its pre- 
vious recovery top 53.85 
made early this past Jan- 
uary. 

As would be expected, 
sharp daily fluctuations find 
a somewhat toned-down re- 
flection in our weekly in- 
dexes, but all three—the in- 
dex of 312 stocks, the index 
of 100 high-price stocks and 
the index of 100 low-price 
stocks — were up consider- 
ably on the fortnight, due 
almost entirely to last 
week’s performance. The 
Support Indicator shows a 
sharp and substantial nar- 
rowing of the deficit gap in 
market support. This is 
typical of an intermediate 
rally but as yet there is no 
full confirmation of a major 
turning point in the trend. 

The reversal in the mar- 
ket almost certainly was 
due mainly to the thought 
that President Truman’s 
message to Congress means 
a substantial program, with 
favorable implications for 
business and_ inflationary 
implications for the Federal 
budget and some commodity prices. That does not 
mean that all of the demand for stocks in the buy- 
ing rush late last week was so motivated. Short- 
covering played a part; and so did buying by tech- 
nically-minded traders who always step in when the 
market, after “making a line” for several weeks, 
breaks out on the upside, whatever the reason. To 
the extent that the President’s statement was the 
prime mover, the speculative-investment reaction to 
It was necessarily snap-judgment; and snap-judg- 
ment by the market, whether changed or not, is usu- 
ally at least modified on second thought—in the direc- 
tion of less enthusiasm after an initial rush to buy. 


Mr. Truman asked specifically only for a prompt 
House action on ERP, universal military training and 
a temporary and limited resumption of the draft. He 
did not ask for armaments. It is taken for granted 
that he will; but what the services will actually re- 
quest and what Congress will grant remains to be 
seen. The mood of Congress is clearly favorable at 
least to a major increase in air power. Note that the 
arcraft stocks, having anticipated this, did little 
further last week. The rise was general, with little 
In the way of “armament selectivity.” Some of the 
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sharpest individual rises merely reflected thin-mar- 
ket vaccums. 

Assuming a moderate armament program, center- 
ing most greatly in the air arm, it may or may not 
develop rapidly enough to preclude any business re- 
cession this year, but certainly would be anti-defla- 
tionary in psychological effect. It can hardly do more 
than slow the decline in farm prices, which is dictated 
by a changed supply-demand situation. To the extent 
that it introduces an artificial element again, inter- 
fering with the adjustments needed to get the econ- 
omy on a soundly balanced basis, it cannot be funda- 
mentally bullish. Armament stimulation for business 
and armament earnings never command much confi- 
dence, and invariably make for low-price earings 
ratios. 

If there is to be a major armament program or war 
—the odds still seem against the latter but it is, after 
all, anybody’s guess—the pending tax cut will, of 
course, be short-lived and the economy will again be 
put in the straitjacket of Federal controls, including 
an excess profits tax. 

The situation is fluid and will require watching. 
But we are not yet inclined to change our conserva- 
tive, middle-road investment policy.—Mon. March 22 
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By E. A. KRAUSS 


Re-examination of the industrial production 
picture highlights the fact that while there still exist 
in our economy elements of great strength, there 
has been going on a spotty softening that not only 
evidences that the bloom is off the postwar boom, but 
which beyond that may readily portend some de- 
cline in over-all business activity in the relatively 
near future. At the turn of the year, such a possi- 
bility was not envisaged until mid-1948, if then. 
But interim developments may advance the date 
that will go down in history as a cyclical turning 
point. 

In assessing the factors of strength in our econ- 
omy, much has been made of the high and well 
sustained rate of personal incomes. But it is well to 
remember that personal incomes — meaning con- 
sumer purchasing power—are made up primarily of 
wages and salaries which last year reached the rec- 
ord total and $196.8 billion. Disposable income after 
taxes, according to a Commerce Department esti- 
mate, was $175.3 billion of which fully $164.4 bil- 
lion went for personal consumption expenditures. 
And personal incomes will be adversely affected if a 
large number of industries were to curtail opera- 
tions simultaneously. It could not only mean a sharp 
boost in unemployment and a reduction in the in- 
come total, but it would weaken one of our most 
important prosperity props—consumer purchasing 
power. 

We have been fortunate, since the war’s end, that 
no more than a relatively few industries experi- 
enced production difficulties at the same time. With 
overall industrial activity jogging along at a high 
rate, such industries usually were not long in mak- 
ing needed adjustments and returning to high-level 
production and profitable operations. But situations 
requiring adjustments—if only to changed demand 
conditions—are now becoming more numerous. 

In some instances, the basic reason is over-supply 
and revival of vigorous competition that favors the 
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strong, threat- 
ens the less fa- 
vorably situated. 
Elsewhere it is 
the cumulative 
effect of high 
prices, more and 
more a_ trouble- 
some factor. In 
many lines we 
find that at pres- 
ent high price 
levels, supply— 
usually greatly 
expanded against 
prewar — is now 
sufficient to meet 
demand. Down- 
ward price revi- 
sion may stimu- 
late new demand 
(far from filled 
in its overall po- 
s tentialities) but 
until this occurs, 
demand now is li- 
kely to shrink. 
And price revi- 
sion in itself 
holds many difficult problems. Eventual return to a 
buyers’ market of course will automatically take 
care of them, though for many the process may be 
a painful one with attending adverse repercussions 
on the overall economy. But in spite of this, the re- 
turn to a buyers’ market need not be synonymous 
with serious recession or depression, distress prices 
and large-scale unemployment. Rather its ultimate 
outcome can be a sound condition of a prosperous 
economy based on reasonable price levels where 
larger number of consumers can buy more of the 
products of industry. 


Buyer’s Market Spreading 


A buyers’ market has already arrived for many 
products, and soon will be here for many more. This 
is particularly true of soft goods, but even in dur- 
able consumer goods, supply has caught up with de- 
mand in many directions. It goes without saying 
that such a fundamental change means not only 
greater competition and eventually lower prices; 
from the investor standpoint it also implies the need 
for watchfulness and greater discernment. He must 
guard above all against premature conclusions in 
interpreting business trends. What may look like a 
slow process of business erosion may be no more 
than a return to normal seasonal patterns or the 
harbinger of better balanced markets. 

Industrial output for the past four months has 
been maintained at or close to peace-time peak levels 
despite spotty conditions in several industries. As 
spottiness widens, at least a moderate downtrend in 
overall production appears inevitable. Already re- 
tailers have returned to normal seasonal patterns in 
placing orders, and stocks are no longer moving off 
store shelves faster than they can be replaced. In 
most industrial sectors, inventory accumulation is 
about ended and henceforth will be strictly governed 
by seasonal or demand factors. Backlogs, though 
still large, are declining. New business is coming it 
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at a slower rate and this warning has not been lost 
on key industries in shaping future business poli- 
cies. Increasingly, managements are now setting 
their sights on the task of making money on more 
normal production volume, meeting normal demands 
of their customers and aiming at normal profits. In 
short, the trend is toward “business stabilization” 
designed to cushion the effects of lower overall busi- 
ness volume. 


Business Stabilization 


The change from all-out boom to business stabili- 
zation has by no means come suddenly; it was her- 
alded, and speeded, by numerous advance indica- 
tions. For some time we have known that all was 
not well in the electrical appliance field, in radios, 
in women’s apparel, in furniture. Tire factories 
have cut back production. Shoe sales are falling off 
and lower prices are shortly indicated. Garment fac- 


tories are cutting back, especially in lower priced 
lines. Retail furniture sales have slipped, and this is 
working back to manufacturers. Even in the auto- 
mobile business, there is somewhat of a sag in back- 
logs, particularly in the more expensive makes. Such 
consumer lines as soap and candy are likewise not 
doing as well as formerly. To obtain the proper pic- 
ture, however, it is necessary to examine these 
situations individually. 


The Competitive Radio Field 


The competitive battle in the radio industry, well 
under way last year, needs little elaboration. Always 
highly competitive, this characteristic was intensi- 
fied by many postwar newcomers, by vastly ex- 
panded production facilities that made possible rela- 
tively quick satisfaction of deferred demand par- 
ticularly in the lower-priced models. As a result 
prices had to be shaved, many newcomers were 
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forced out of business and even some established 
concerns found the going tough, as witness the ex- 
perience of Majestic Radio & Television Co., re- 
cently forced to seek arrangement with creditors 
under the Chandler Act. Undoubtedly the stronger 
concerns in the radio field will continue to do fairly 
well. A recent partial layoff by Philco, for instance, 
was strictly along seasonal lines and, generally, 
larger output of more expensive radio receivers and 
the stepping up of television set manufacture may 
largely compensate for any falling off of sales in 
the highly competitive small radio field. Yet compe- 
tition is fully back, percolating into all lines of 
output. 


Electrical Appliance Makers — 


Much the same has occurred in electrical appli- 
ances, notably the lighter lines, where price cuts are 
indicated. Appliance makers, worried about con- 
sumer resistance, are limiting orders for materials 
with the exception of sheet steel which is still 
scarce. Allocations of output even in formerly tight 
lines is due for early termination; others, where 
allocation has long been lifted, for some time have 
been harder to sell. While appliance manufacturers 
do not anticipate a nosedive in business, they do not 
ignore slipping retail sales in durable goods. Hence 
their preference for a position of short-term com- 
mitments with their suppliers. Clearly, postwar 
shortages in this field have been largely overcome 
and a more normal demand pattern restored. The 
process was, and still is, accompanied by a severe 
shake-down in dealer circles to eliminate those less 
experienced or inadequately financed, or those un- 
able to undertake the aggressive selling and promo- 
tion which is characteristic of the intense competi- 
tion in the appliance business. 


Tire and Rubber Industry 


The cuts in tire output, by one company as much 
as 30%, reflect not only seasonal factors but the 
indication that the big and urgent postwar demand 
has finally been filled. So are the trade pipelines, 
and inventories now are high. The sellers’ market in 
tires has come to an end and ahead lies the far rough- 
er competitive road with its marked seasonal fluctua- 
tions. It has already led to sharper dealer price com- 
petition and introduction of “second line” tires to 
stimulate lagging sales. As postwar innovations, all 
major manufacturers previously brought out extra 
low pressure tires and Goodrich even introduced 
the long-awaited tubeless tire. Primarily these ap- 
pealed to the financially better heeled buyers. Re- 
turn of “second line” brands signify the necessity to 
meet the demand of the economy-conscious motorist. 

Consumer resistance to high shoe prices has led 
to a marked curtailment in operations of shoe fac- 
tories and lower prices are widely predicted to stim- 
ulate sales. The situation has been developing for 
some time, with high hide prices placing shoe man- 
ufacturers in a difficult position. Absence of manu- 
facturer’s interest in the hide market recently re- 
sulted in lower hide prices, opening the way for 
price cuts on finished products. Still consumer de- 
mand may not recover very vigorously in the nearer 
future. 

Furniture sales for some time have been slipping 
on the retail level, backfiring fairly promptly to the 
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manufacturers where cutbacks of production are in- 
dicated along perhaps with a weakening of the price 
structure. Here, too, consumer price resistance 
rather than overproduction is a primary deterrent, 
as evidenced by the fact that instalment sales have 
risen far more than cash sales. And overall unit 
volume has shrunk appreciably, considering prices. 


Outlook for Textiles 


The textile industry has been booming along at a 
great rate until recently when there appeared in- 
creasing signs that the boom has passed its peak. 
Acceleration of the trend toward lower textile prices 
will be apparent in the next sixty days, it is thought, 
and even rayon goods prices—heretofore firmest— 
may show considerable softening if the dress manu- 
facturing business does not take a definite turn for 
the better. The sold-ahead position of the cotton tex- 
tile market, with goods booked into the last quarter 
of this year, is not being viewed so optimistically as 
a few months ago, and considerable uncertainty has 
arisen over the extent of such long-term business. 
The supply of many types of cotton cloth is now in 
balance with demand, and output of still short items 
is rapidly being expanded. As supplies increase, the 
price angle is bound to take care of itself. Generally, 
in the textile field, a return to seasonal production 
patterns seems not far off. Consumer resistance to 
high prices meanwhile has forced a good deal of 
curtailment among manufacturers of women’s 
dresses. 

Machine tools, too, are in a buyers’ market, with 
new equipment buying lagging as industry is pro- 
ceeding far more cautiously with expansion and 
modernization programs. Much the same is true of 
industrial equipment companies where output trends 
recently have shown marked local variance. This 
situation however is not entirely typical of the field. 
Many types of heavy machinery, locomotives and 
rolling stock, heavy refrigeration equipment and 
heavy electrical equipment are still in urgent de- 
mand with order backlogs impressive. But in lighter 
lines, backlogs have eased and deliveries improved 
so much that most small equipment items are now 
available out of stock or on short notice. 


The lines of business discussed in the foregoing 
are in the main those where signs of slackening de- 
mand and production are plainly evident. So far at 
least they are only faint signals that the postwar 
boom may be waning, and the return to seasonal 
patterns is additionally obscuring their true signifi- 
cance from a trend standpoint. Yet they are signs 
to watch. American production has shown itself ca- 
pable of tremendous tasks, as during the war, and 
its speed—in many lines—of catching up with the 
bulk of deferred demand has been impressive, with 
the tire industry among others a notable example. 
Henceforth a sharp eye must be kept on unit sales 
because if fewer units are sold, fewer workers are 
required to make them. And as employment suffers, 
markets shrink with snowballing effects on the over- 
all economy. 


Fortunately there are many other industries 
where production potentials continue high and un- 
impaired. Heavy equipment lines, mentioned before, 
are some of them. Then there is the automobile in- 
dustry with order banks still huge and no indication 
of an early levelling off except in some high-priced 
cars. All but a few com (Please turn to page 728) 
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—THE KEY TO PRICE AND BUSINESS TRENDS 


_ By FRANK R. WALTERS 


S) here is general agreement that the size of this 
year’s crops will have an important bearing on the 
future course not only of commodity prices but of 
the trend of business itself. The recent break in 
farm commodities has discounted the prospect of a 
more ample food supply, though by no means yet an 
adequate one in relation to overall world demand. 
But the weather still has a good deal to say about 
the ultimate size of harvests—and the resultant 
price trends. The weather, in short, remains an 
important key factor in the outlook. 

Despite lower farm price levels, the cost of living 
thus far has declined but little, perhaps by 4% only 
on an average. It is not likely to come down much 
more unless agricultural markets drop further. On 
the cost of living trend, in turn, depends the ques- 
tion of industrial wages and, indirectly, of industrial 
prices that are largely determined by wage factors. 
So far at least, wages are still tending higher; only 
a far more impressive decline in living costs than 
has occurred could halt or reverse this trend that is 
now reflected in third round wage demands prac- 
tically all along the industrial front. In other words, 
stabilization of industrial wages—and prices—de- 
pend importantly on the future course of farm 
prices, that is, lower farm prices. In view of existing 
demand conditions, only full materialization of the 
favorable crop prospects currently indicated can 
conceivably bring this about. 

The importance of these factors is amply illus- 
trated by past events; there is no reason to assume 
why they should work differently in the future. At 
this stage it is fairly safe to say that farm price 
inflation reached its peak in January and that the 
price break marks a definite turning point. How 
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did it come about? How come that from acute scare- 
ity only a little while ago, we have suddenly arrived 
at a point where the world food outlook appears 
definitely brighter? For the price break primarily 
represents an adjustment of prices to an improved 
world food situation. 

Last year’s indicated shortage of grains is well 
known. It led to a skyrocketing of prices in the 
entire agricultural field, to a steep rise of the cost 
of living that quickly rebounded in terms of new 
wage demands. Indirectly, it influenced numerous 
other markets. All along the line it added further 
to the severe distortions and maladjustments al- 
ready existing in price relationships generally. Peo- 
ple had to use an increasing share of their incomes 
for food; inevitably this led to a contraction in the 
demand for clothing, certain hard goods and, par- 
ticularly, for luxury items. 


Re-adjustment Only Begun 


Logically, price declines tending to reduce food 
costs conversely increase the amount of income 
available for non-food items but unfortunately they 
also introduce an element of uncertainty whether 
reaction will become general and how far it may go. 
While no more than a start has been made in push- 
ing down oppressively high food costs, the belief is 
that the readjustment process may still go a good 
deal further. And food price relief—however small 
initially—is accompanied by mounting concern 
about the chain reaction that has already set in, 
quite apart from inventory losses of processors and 
distributors—even of farmers who had held on to 
some of their stocks for tax reasons or in anticipa- 
tion of still higher prices. 

In this connection, it must be stated that popular 
estimates of farmer losses appear somewhat unre- 
alistic. Not only must such estimates remain highly 
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the factor of future crop weather which will 
determine ultimate crop yields. It is one of 
the main elements that keeps grain prices 


‘é from going lower at this time. Another is 


that the indicated improvement is still rela- 
tive. Even if it materializes, demand will 
remain strong as the European food outlook 
generally is still grim. Somewhat better, yes; 
but supply is still far from sufficient. 

It is estimated that this season’s world 
exportable grain supplies may come to about 
32 million tons compared with 2814 million 
tons last year. The gain of 314 million tons 
would close about half the gap between needs 
and supplies caused by the 714 million tons 
decline in last year’s European bread grain 
crops, still leaving a sizeable deficit in rela- 
tion to normal supply and consumption. Yet 
the improvement was sufficient to halt and 
reverse soaring grain prices. Barring de- 
terioration, crops in Europe and North 
Africa may approach 1.5 billion bushels or 
about 85% of prewar, compared with last 
year’s harvest of slightly over one billion 








require heavy imports but the drain on ex- 





tentative pending the further course of prices, but 
the prices ruling next fall when the new crops are 
marketed, will provide the only real key to this 
year’s farm income. By all odds, it will still be 
large, possibly closely matching last year’s peak of 
$30 billion. 

The break in farm prices was precipitated by a 
combination of factors. World grain supplies were 
boosted by bumper wheat harvests in the Southern 
Hemisphere and by lower than expected wheat feed- 
. ing to animals in the United States. The latter re- 
leased possibly 100 million bushels more for human 
consumption than earlier reckoned with. At the 
same time, Russia and Eastern Europe became 
heavy sellers of grain to Western Europe, relieving 
the pressure on other supplier countries. To all this 
must be added the improvement in this year’s do- 
mestic winter wheat crop, so far sustained by favor- 
able weather conditions. Similarly, European crop 
prospects for the new season look considerably bet- 
ter, both in terms of larger acreage and more 


portable surpluses may henceforth be less. 
Domestically, here is how the situation shapes up 
in specific figures. Our final 1947 wheat crop is 
officially estimated at 1,365 million bushels com- 
pared with 1,155 million bushels in 1946. Winter 
wheat alone comes to some 1,100 million bushels 
versus 875 million bushels, the balance representing 
spring wheat. The corn crop of course was mate- 
rially smaller with 2,401 million bushels against 
3,287 million bushels, but prospects favor a sharp 
recovery this year. 


Another Bumper Crop? 


There is a real possibility that 1948 will see 
another billion bushels U.S. wheat crop. The first 
official winter wheat report set seedings at 58.6 
million acres, a new record. Production was tenta- 
tively estimated at 839 million bushels, assuming 
normal development through harvest. If farmers 
plant as many acres to spring wheat as in 1947 
and yields are average, a total wheat crop of well 

over one billion bushels—another bumper 
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EXPORTS OF AGRICULTURAL PRODUCTS 


crop — is quite possible, weather permit- 
ting. Big wheat yields are needed to enable 
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us to continue heavy exports planned under 
the European Recovery Program. Fortun- 
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ately, practically all areas have ample mois- 
ture supplies—a key element in producing 
a big crop. 
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The prospect is that we can probably ex- 
port 450 million bushels of wheat and still 
have about 150 million bushels in stock next 
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July 1. Of the export goal of 450 million 
bushels, only some 67 million bushels re- 
main to be purchased. Importantly, this 
portends a distinct improvement in the feed 
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situation, ultimately raising our meat sup- 
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ply; or else our export goal could be raised 
back to the original 500 million bushels 














goal, at the same time assuring a minimum 
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favorable weather, so that European wheat 

crops in 1948 promise to run as much ag f 
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Recent Trend of Commodity Prices* 
and Support Levels 


What is needed of course 
is a long range agricultural 
program that protects the 





tion of stepping up the ex- | 
port goal may be decided late | 


consumer as well as the 























this month in the light of ry —— 0 —— farmer. To what extent this 
the new crop indications at | Wheat, bu., $ 3.065 2.295 2.628 2.02 may be feasible in an elec- 
that time. Over the next few | Gin be. 2.808 1.975. 2.515 1.37 tion year appears at least 
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—the latter having a bear-.- 
ing on the amount of wheat 
fed to livestock, and thereby = = 





*—Primary cash markets. 


529% and 90% of parity. The 
larger the supply of a com- 
modity, the lower would be 








on the wheat supply. 

Again, in all these calculations, it is worth re- 
membering that the 1948 crop is still a long way 
from safely harvested; a bad turn in the weather, 
either here or abroad, could change the picture sud- 
denly and radically. And as far as near term price 
fluctuations are concerned, the stage of crop scares 
is just ahead. Realization of this, together with the 
prospect of further export buying by the Govern- 
ment, has held wheat prices at their recent recovery 
levels. But pressure is likely to increase as favorable 
growing conditions continue into the new season. 
Foreseeing this, official quarters, and others, are 
pressing for heavier Government buying for export 
and for repeal of the 150 million bushels carry-over 
requirement. Unless this is done, so goes the argu- 
ment, wheat prices are likely to fall below support 
levels by July when the current market year ends. 

Such a possibility forces attention on the question 
of farm price supports, more specifically on what 
the Government will do, should farm prices fall 
below official support levels. For most major farm 
products, support prices hold good to the end of 
1948 and Congress is now considering extension 
beyond the current year. A sharp price break could 
be extremely costly for the Government, legally 
obliged to support prices at 90% of parity. Indica- 
tions are that official price supports for many farm 
products almost certainly will be discontinued at the 
end of this year unless Congress decides otherwise. 
This being an election year, no one of course can 
say exactly what will happen. But the fact alone 
that extension of the farm support program, in- 
volving as it does important long range policies, 
comes up for consideration at this time, is rather 
unfortunate, to say the least. 


Price Support to Continue 


Undoubtedly price support will continue for ma- 
jor farm products but there is considerable reluc- 
tance to continue so-called ‘“Steagall’’ price supports, 
covering a multitude of secondary farm products 
such as potatoes, eggs, chickens, peanuts produced 
for oil, milk and butter fat, and many more. In 
recent years, American agriculture has not needed 
the cushion thereby provided by a generous Con- 
gress; the price support mechanism became opera- 
tive only in the case of a few farm commodities. 
But this is likely to change, possibly at very great 
expense to the taxpayer. The Administration there- 
fore seems intent to shift responsibility for ills 
accumulated in the past under price support policies 
to Congress—a Republican Congress at that—despite 
the fact that it was a Democratic Congress which set 
up the program. 
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the support level, and vice 
versa. This sounds reasonable, but Congress in 
translating this principle into an actual program 
may be poles apart, and it is then when politics 
will promptly enter. Above all, any support pro- 
grams not closely tied to acreage and distribution 
controls would seem to hit besides the mark. The his- 
tory of subsidy-induced surpluses proves this. 


High Cost of Support Policy 


Just what the current program means to the tax- 
payer is evidenced by the fact that potato price sup- 
ports (one of the few commodities where the sup- 
port mechanism recently came into play) cost the 
Government $89 million on the 1945 crop and will 
cost about $45 million on the 1947 crop. Potato 
prices to the consumer, despite large surpluses, were 
kept up artificially with the tax payer paying for it 
two ways, first in the form of high potato prices and 
secondly in taxes to pay for the Government sub- 
sidies. Other commodities which the Department of 
Agriculture has supported during the last twelve 
months include eggs, turkeys, miik, sweet potatoes 
and peanuts for oil. As a result, prices for these 
products, as any (Please turn to page 726) 
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By JOHN D. C. WELDON 


Vl any managements that reported record 
breaking earnings for 1947 to their shareholders, 
as well as others not so fortunate, find some serious 
problems facing them in looking ahead. Now that 
production and demand factors are closing the wide 
gap that existed last year, the race to sustain volume 
at adequate levels will become more and more in- 
tense. Break-even points all along the line have 
risen to unprecedented levels, and it is possible that 
manufacturing costs may be forced higher as the 
year unfolds, though compensating price boosts may 
be more difficult to establish than formerly. This 
puts an increasing premium upon operating effi- 
ciency, greater output and ability to attract the 
consumer dollar. 

Spectacular though some of the earnings gains 
reported for 1947 may seem, it is significant that 
executive after executive in commenting upon last 
year’s progress of their respective concerns point 
out the need for abnormally large profits if high 
level business activity and full employment are to 
continue. Indeed, rather than feeling any embarrass- 
ment over record per share earnings, it is evident 
that numerous officials are worried lest they prove 
too small, in view of problems caused by the infla- 
tionary spiral. Upon study, there seems valid sup- 
port for such assumptions. 


Non-recurring Profits 


Granted that industry finds it not only expedient 
but actually vital to earn above average profits, 
what complicates matters is that in many cases last 
year’s net earnings were swollen to the point of 
overstatement through non-recurring windfalls that 
cannot be counted upon to benefit operations in 
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the current year. It is equally and even 
more true that per share net earnings 
often were deceptively lower than actual 
profits because of prior deductions for ab- 
normal reserves of one kind or another. 

In fact, it was mainly from concerns in 
the latter category that warnings were 
heard of difficulties now plaguing indus- 
try on every hand. If these highly pros- 
perous enterprises express worry, what of 
their many less well situated competitors 
who may have to scrape the bottom of the 
barrel before long to find substitutes for 
inventory profits, capital gains 
or tax credits? To lean entirely 
upon normal operating profits 
in the competitive era now at 
hand might be quite a test for 
some concerns, that is if they 
hope to equal last year’s good 
results. 

In the postwar battle to pros- 
per, or even to survive, practi- 
cally every manufacturing con- 
cern has been forced to mod- 
ernize its equipment and facili- 
ties on a scale never before ap- 
proached. Additionally, the rec- 
ord rise in consumer purchasing 
power has stimulated plant ex- 
pansion tremendously. Failure 
to achieve one or both of these 
goals would place many a strong 
concern “on the spot” during 
near term years. While success 
has already arrived, or is near at hand, for many 
companies now benefitting from major improve- 
ment programs, for others several years may elapse 
before the main portion of their programs has been 
completed. 


Future Depreciation 


At the same time, replacement of obsolete equip- 
ment is more or less an endless process. What has 
sobered satisfaction over enlarged plants and new 
machinery has been their high cost compared with 
prewar, often double and triple former costs. In 
weighing these problems, it is clear that reliance 
upon higher earnings with which to provide new 
capital for completion of projects, to repay borrowed 
money and to leave room for increased deprecia- 
tion, has much heavier weight in appraising prog- 
ress from now on. Since it is believed that more 
than one concern might have its profit margins 
wiped out if its volume declined by 15%, the urge 
to spend more and more on improvements has be- 
come intensified. 

The trouble is that all during postwar, deductions 
from income for depreciation and obsolescence have 
been totally inadequate to allow for the mounting 
cost or replacements, for in estimating income taxes 
the Government allows only a fixed percentage based 
upon original cost. As a result, capital derived from 
retained earnings and used to make up the defi- 
ciency, is shaved by income taxes at the start, at a 
time when its employment has become essential in 
stabilizing the economy. This is obviously unwise 
under current changing conditions, for uncertainty 
over earnings potentials has practically precluded 
raising new capital through equity financing, thus 
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leaving only loans as a less prudent alternative. 

As an offset to this difficulty, study of annual 
reports reveals that many large concerns last year 
deducted sizeable amounts from earnings to meet 
higher construction costs and to help fill the gap in 
replacement outlays. Net earnings as reported to 
shareholders accordingly were lower than actually 


- earned profits, as was also the case when large sums 
' were deducted to create reserves against inventory 


eae 


declines. While this process seems entirely conserva- 


' tive, leading accountants are criticizing the method 


employed on the ground that it does not reflect the 
true operating results. They would bolster per share 
net earnings by the amounts thus deducted and 


' afterwards make the proper adjustments in surplus 
» accounts. In like manner the CPA’s are advising that 
' when windfall earnings occur in any year, per share 


' earnings shoul be reported on a basis of actual oper- 


ations, with a supplementary statement as to the 
abnormal profits. 


True Earning Power 


In the final analysis, this accounting practice 
would give shareholders a clearer idea of the valid 
earning capacity of their company, and manage- 
ments would have no trouble at all in apportioning 
their accounts afterwards to meet their current 
problems. One concern, Link Belt Company, has 
already gone a step further by transferring its con- 
tingency reserves back to surplus, as they see no 
advantage in setting aside special funds. 

On the appended table we list 20 concerns strongly 
established in industries where last year’s uptrend 
in prices probably swelled earnings in a substantial 
manner. In order to show relative changes in net 
earnings and inventory accounts during the past 
three years, we have tabulated corresponding statis- 
tics. Additionally, the current dividends, share 
prices and price-earnings ratios of these concerns 
are presented. If the price of commodities during 
the current year were to develop a decided down- 
trend, it will be very interesting to study the various 
policies adopted by these companies to protect them- 
selves against 


pany had purchased 89% of its 1947 requirements 
for soybeans in the previous fall and as the price 
of soybean meal climbed from $55 per ton in Febru- 
ary to $94 by the end of the year, it could hardly 
avoid making abnormal profits. The latter might 
have been much larger, had the company not hedged 
by making numerous forward sales. In like manner 
it sold every pound of starch it could produce, 
though prices stiffened even faster than those of 
corn during the year. Though Staley deducted $2.5 
million from earnings as a reserve against future 
price declines and paid $1.88 in dividends, it still had 
surplus earnings of $7.6 million for retention in the 
business, all as a result of one year’s operations. 
From the table, the steady rise in inventories during 
the last three years will be noted, but gains in 
working capital resulting from retained earnings 
have been several times as impressive. The company 
is in a strong position to contend with problems 
that may arise during 1948. 


Burlington Mills 


Although limited space precludes a discussion of 
all the concerns shown our table, it is possible to 
touch on the inventory and expansion problems of 
the textile industry. For this purpose we will select 
Burlington Mills as a representative sample. This 
large concern operates 64 plants producing rayon, 
woolens and cotton goods. During last year’s sellers’ 
market, production and sales reached a]l time peaks 
with prospects for further gains in 1948. On net 
sales of $216 million for the year ended September 
27, 1947, Burlington earned $23.8 million compared 
with $12.9 million in 1946, the uptrend in prices 
helping to raise profits, Last year’s reported net 
would have been $1 million larger had not a con- 
tingency reserve of this amount been set up. During 
1947 the company arranged two term loans aggre- 
gating $25 million to finance its modernization and 
expansion program. 

As Burlington distributed only $6.1 million in 
dividends to its preferred and common stockholders 
in fiscal 1947, working (Please turn to page 723) 
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By E. K. T. 


CONGRESS is determined to learn whether it’s true 
what they say about government employees; that 
by-and-large, these persons do not work hard 
enough to earn their pay. The house appropriations 





WASHINGTON SEES: 


Capital economists agree among themselves 
that the only recession that has appeared (despite 
their almost uniform forecasts, in early 1947, that 
one would come before the end of the year), has 
been a recession in forecasting recessions. That's 
a “luxury” which is not permissible in an election 
year, sat carefully hedged. 


Agreement seems to be general among them, 
however, that food exports will taper off from last 
year’s figures, but still will be adequate, with the 
Marshall Plan appropriations, to alien an adjust- 
ment to lower prices and production in the United 
States. They look upon industrial production and 
national income with satisfaction, profess to be 
concerned about only one thing—business confi- 
dence. 


On the agricultural side, talk here veers to an 
expected sharp slackening in export demand for 
tobacco, fruits and cotton. Exports of meat, dairy 
products and canned goods are expected to be 
materially lower. Prices of truck crops will skid 
sharply while prices of canned and frozen fruits and 
vegetables will stay near present levels. Prices of 
livestock are steadying at higher levels and volume 
has increased, but concern is felt at the threatened 
pone house strike. And more cattle will be mar- 
eted this year than replaced. 


On these basic conjectures, “outside” economists 
here express agreement with those of the Depart- 
ments of Commerce and Agriculture. 
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OF SURPLUS SALES? 


committee started it all by reporting “glaring ineff- 
ciencies”’ and “loafing”? by employees of the Bureau 
of Internal Revnue. Charges were documented with 
names, dates, and places. It isn’t for want of office 
aides; another committee found there are 3.5 type 
writers for every potential user on the government 
payroll, ordered agencies to purchase no more for at 
least one year. Federal workers say it’s just a plot 
to defeat their wage boost program. 


MINERS UNION is embittered at the railroads for 
converting from coal to Diesel engines, “It is,’ 
thunders John L. Lewis, “a paradox that puts the 
railroads on the spot and a commercial indictment 
that they cannot answer.” The coal industry is the 
railroads’ best customer, accounting for 22 per cent 
of all freight, says the mine union, adding “‘one 
would think that the railroads in turn would do 
something for the coal industry.” Instead, it is com- 
plained, miners are asked to fight against nev 
waterways, pipelines, to save the railroads. Then 
came the classic—from Lewis: “Here is a demon: 
stration of the evils of monopoly.” 


MOVEMENT afoot on Capitol Hill to put an end to 
the sale of surplus war material in view of the 
troublesome world situation is gaining support. If 
the White House doesn’t cancel further sales by 
Executive Order (which congressional parliamen- 
tarians say is possible) there may be legislation. Ac- 
tually, there remains little disposable surplus 0! 
military strategic value, but the effect of holding 
what remains in an unpublicized inventory is re 
garded strategically worthwhile. And private ven: 
dors of durable goods are complaining the ‘compe: 
tition” is harmful to them, while makers of branded 
articles say much that is being sold is obsolete an¢ 
is giving their products a bad name. 


REPUBLICANS have an opportunity to live up t 
their platform pledge of job equality without racial 
discrimination, now that a committee dominated by 
the GOP has reported out the FEPC Act to a con 
gress similarly controlled. But there are important 
areas of disagreement among the majority and final 
form of any legislation is greatly in doubt. 
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President Truman's message to congress on the 
Reciprocal Trade Agreements Act met such a cool and hostile 
reception among a number of influential republicans — 
particularly in the house — that the whole program appears 
to be menaced. It sent the leadership into frenzied effort 
to adjust party members thinking. Linked closely to the 


general world situation, it caused concern. 

















The President asked for a three-year extension of 
the act. If that is denied, the 14-year-old reciprocity 

program will begin to fall apart June 12. Gone would be the 
substance on which the International Trade Organization _ 
plan was built last year at Havana. 




























































GOP chieftains, while appreciating the added im- 
portance of trade agreements at this time are not unaware 
of the basic opposition. Their membership has voted against the idea consistently, 
except in 1943. Now that they are in control of both houses they could, if they wish, 
kill it off completely. 

















- inefh- Rear Admiral Clarence J. Brown has this frightening comment (he's head of the 
3ureal medical military specialties division). "Gone will be our industrial cities, gone will 












































a be the majority of our skilled workmen, so necessary to continue the struggle, gone _ 
> type will be our hospitals and many of our doctors and nurses."' Even in medical circles it 
nment is admitted that the atomic bomb drops on Japan and the subsequent tests at Bikini 
for at produced no notable medical information. 
a plot 

Feeling is growing among labor economists here that there will be no uniformity 
ds fo among wage increase plans this year. Consensus is that 1948 will find a return to the 
It is,” pre-war formula. Then, pay adjustments varied between companies, or at the widest 
its the base, between industries. They weren't national. This means that a level arrived at in 
~_ steel, won't necessarily be followed in coal, automotive or other trades. 
is the 
an This marks an important change from recent years. For example, in 1941 a 10 








ald de per cent raise was general. Followed, in 1942, the "Little Steel" formula which WLB 
S com: adopted, basing wages on a 15 per cent rise over 1939 levels. Postwar round, which 
t new followed the war — in 1946 -, was 18% cents an hour, and last year came the 15-cent 














— raise. But ahead today seems the return of of the custom of setting wages locally, 
aaa individually, case by case. 
end to Regardless of attitude toward the underlying issue of racial intolerance, wi- 








of the ser heads in congress are happy at rejection of a rider to deprive federal funds to 
oa States not regarded as practicing the principles of civil rights. To do otherwise, 
‘amen: they reason, would be to open the door to all manner of legislative manipulations 

yn. Ac: ostensibly in the passage of appropriations bilss, but actually attempting to steer 


lus off legislation by indirection. 
olding 
hg In the present attitude of congress it was conceivable that essential appro- 
ope: priations bills might be defeated if rejection became necessary to stop the spread of 
randet the civil rights bills. More important, however, would be the setting of a precedent. 
te and It was anticipated, and feared, that the idea might be used in defeat of bills to 

implement the Marshall Plan and other segments of the foreign aid programs. Senator 
up to Taft was in the forefront of opposition to the rider even though its demise took place 
racial on the other side of the Capitol. 
























































ted by 
& CO J. Harold McGrath, democratic national committee chairman, worked frantically 
pe on Harry S. Truman to prevent him from pulling out of the Presidential race. Truman 
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didn't want the job in the first place, has been unhappy in it, and is thin-skinned. 
He can't "take" the abuse that is being heaped upon him by his own party. i 














McGrath and other party bigwigs realize Truman's chances of election today are [| 
not bright. They appreciate, however, that substitution of another candidate would 4 
| mena loss of whatever chance the democrats have of extending their White House tenure Jf 
to 20 years. pea a are noting a growing irritation on the part of the normally 

















larly about his own political future. 











For a President to refuse to head his party's ticket is unthinkable to the 
political seers. McGrath is convinced the southern revolt will not manifest itself in 
national election, despite admittedly convincing arguments to the contrary. Added to 
the defections in the democratic rank below the Mason-Dixon Line are those in the large 
northern metropolitan area where Henry Wallace is making inroads. 


























There was hope, even expectation, in democratic national headquarters a few 
months ago that Wallace might be cajoled into rejoining the fold. Wallace, feeding off 
the Bronx congressional election victory, no longer regards himself a "protest candi- 
date," sees himself a winner. He definitely is in the race to win. 














Not generally appraised in its full importance is the fact that Mrs. Truman is 
extremely unhappy in her present position, A retiring type, she abhors the artifi- 
cialities that are the part of her hole of First Lady. She has made that fact clear to 
her husband. And, after all, the White House is just another household where "family 
problems" are weighed, decisions arrived at on the same type of facts which control 
determinations elsewhere in the land. 























Simultaneous entry into the Presidential race of Truman and Gen. Douglas Mac- 
Arthur didn't cause even a ripple in political circles here. Each expressed willing- 























ness to run "if nominated" — a hardly necessary reservation. The fact that each Cz 
selected the same day for a formal statement was, of course a coincidence. But timing an 
was the basis of the selection in each case. tw 
A ce of 

de 


Politics-wise Chairman J. Harold McGrath of the democratic national committee 
had been closeted with the President. Mr. Truman undoubtedly had hoped to be selected or 
by the convention without the formality of candidacy announcement. But the revolt of 





























the southern states and the continuing reports he might not run at all made it essen- ce 
tial, in McGrath's thinking, that no more time be lost. ke 
ar 

Effect of the formal hatjtossing is expected to be a chilling of the enthusiasm TI 

with which southern politicians have been looking elsewhere. Few of them believed there _ 





was any way to get rid of the President except by discouraging him from entering. Now Ei 
that he's in, they believe he is an assured nominee. If they continue their campaign 
against him, they'll be put in the position of breaking down the ticket, obliterating 
all trace of chance for a win in November. And there are many congressional seats held 
in the balance! 
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General MacArthur's advisers were spurred to action in advance of the projected m« 
triumphal return to the States by the belief that with the other generals (Eisenhower, _ 
Bradley and Marshall) definitely out, the time for aggressiveness has come. Initial slc 
plan was to try to cast through the Wisconsin republican primary, accept such delegates th 
as he might pick up as evidences of a "draft" and go on from that point. to 
of 

the 
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By V. L. HOROTH 


by here has been a tendency in most of the daily 
press to interpret last month’s communist coup in 
Czechoslovakia as Russia’s grand march of conquest 
and the blasting of the only remaining bridge be- 
tween East and West. The seizure of “the bastion 
of Bohemia” is seen to portend the same ominous 
developments as it did nine years ago. 

Meanwhile the ease with which one of the best 
organized democracies was taken has given Western 
Europe the jitters. The flight of capital from Europe 
has been intensified; bonds, equities, and even cer- 
tain commodities have declined; and the black mar- 
ket for gold and dollars has received “a shot in the 
arm.” But not all developments have been negative. 
The apprehension over the communist tactics has 
shocked the still free countries of Europe into collec- 
tive action, the like of which may be unparalleled in 
European history. 


March of Conquest 


Was the communist seizure of Czechoslovakia 
really a march of conquest? Is another world-wide 
conflagration nearer than it was two or three 
months ago? We believe that it is not. We believe 
that the Prague coup was not only an admission of 
the weakening position of the communists in Czecho- 
Slovakia, but that it was a counter-move forced on 
the Kremlin by the Marshall Plan and the decision 
to rebuild the Ruhr as the great industrial arsenal 
of the Western democracies. There is nothing that 
the Russians fear more. 
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While Hitler captured 
nine years ago in 
Czechoslovakia a hostile 
nation, Stalin captured 
last month a_ nation 
which was already in 
his sphere of influence 
and which was quite 
willing to cooperate 
with him. The Czechs, 
whether communists or 
non-communists or even 
anti-communists, have 
always regarded the 
Russians as logical al- 
lies against any resur- 
gence of Germany. They 
declined to participate 
in the Marshall Plan so 
as not to give offense 
to the Russians who 
apparently regard the 
Plan as an economic 
implementation of the 
anti - communist Tru- 
man Doctrine. Because 
of her non-participation 
in the Marshall Plan, 
Czechoslovakia had 
been, as a matter of 
fact, already more or 
less written off. Al- 
though desperately 
short of dollars, she 
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could not get any loan 
from either the Export- 
Import Bank or the 
World Bank, partly be- 
cause of her treatment 
of American investors, and partly because it was 
thought that any help to her would really help the 
Russians. As a result, for instance, the shortage of 
cotton forced the curtailment of Czech textile indus- 
try operations last Fall. 


East—West Dilemma 


But while the Czechs were willing to cooperate 
with Moscow politically and economically, they 
wanted to do so as a free, democratic people, on 
their own terms. While friendly with Moscow, the 
Benes Government also wanted to be friendly with 
Washington, and to preserve the economic ties with 
the western world which had contributed so much 
to Czechoslovakia’s prosperity during the Twenties. 
The Minister of Commerce, Mr. Ripka, who has 
since been forced to resign, expressed publicly again 
and again his trust, as a European, in the success 
of the Marshall Plan. 

Meanwhile some of the war wounds healed and 
the people began to quiet down. Next to Belgium, 
Czechoslovakia has probably made the best come- 
back of all the formerly occupied countries. But 
with the return of prosperity, the Czech communists 
started to lose ground—just as in other Western 
European countries. There were other reasons, too. 
Most of the communist managers of the nationalized 
industries proved themselves incompetent. Some of 
the famous establishments, such as the Bata works,. 
have been nearly ruined by them. To keep things 
stirred up, the communists kept on advocating more 
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Table No. I 
American Assets in Eastern Europe 
(in millions of dollars) 
Based on May 31, 1943 Holdings = 
Interest Bullion, Real 
in Enter- Securi- Deposits, Estate, All 
prises ties Currency Trusts Other Total 

Alben... At ea 1 = i 
Bulgaria ............... 7 I | 2 I 12 
Czechoslovakia... 67 12 14 34 21 148 
Danzig ....... eit 2s my: Ch ee 2 
Finland ... a 2 Raee2s I 10 
Hungary . cee 13 2 15 10 62 
Latvia ...... im = ! 2 I 8 
Lithuania .......... 3 eh es ay ae. 5 
Estonia... 19 he ! ee ne et: 2 
oS ee 109 20 5 69 17 220 
Rumania ........... 52 2 ! 6 5 66 
Yugoslavia ...... 22 & ! 20 3 50 

Total .........294 54 7 152 59 586 
Germany, 

Russian Zone... n.a. na, n.a n.a na 400(e) 
GrandTotal ....... 986 

(e)-—Estimated. n.a.—Not available. 

Source: Report of the National Advisory Council, Dec. 18, 1947. 








extensive nationalization in the face of opposition 
from all other parties. 

Most important of all, however, it became evident 
that the people of Czechoslovakia were not alto- 
gether sold on having their economy, fairly well bal- 
anced and prosperous, completely revamped under 
the so-called “Five-Year Plan” that was to start 
on Jaunary 1, 1949. This plan was drafted soon 
after communist Premier Gottwald returned from 
Moscow last summer with orders from Mr. Stalin 
to walk out on the Marshall Plan. Without this Five- 
Year Plan which, as will be shown later, put great 
emphasis on the expansion of Czechoslovak capital 
goods industries, it would be impossible to carry out 
the broader plan for industrialization and economic 
integration of entire Eastern Europe, the so-called 
“Ten-Year Molotov Plan.” 


Machine Shop for Russia 


To smother the growing opposition to the eco- 
nomic transformation of Czechoslovakia into a 
machine shop working for Russia, the Kremlin gave 
orders to the communist party to take over, force 
out whatever private entrepreneurs were left, liqui- 
date the middle class and, in general, to direct the 
economic life of the country. In the future, private 
enterprise will be limited in Czechoslovakia to estab- 
lishments employing less than 50 people. The distri- 
bution trades and even hotels have been nationalized. 

The broad objectives of the Molotov Plan have 
become clear only recently. The plan is a loose but 
comprehensive long range scheme by which various 
national development plans (the Yugoslav Five-Year 
Plan, the Hungarian Three-Year Plan, the Polish 
Three-Year Plan, the Bulgarian Two-Year Plan, 
etc.) are tied (1) to Russia’s own Five-Year Plans 
and (2) to each other so as to eliminate the duplica- 
tion of productive facilities. 

This indicates a far greater economic integration 
of Eastern European countries than is envisaged 
under the proposed union of Western European 
countries. The Poles, for example, are to specialize 
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in the building of railway equipment for the whole 


area; the Hungarians in the building of food proc- | 
essing machines; the Yugoslavs and the Bulgarians | 
will do most of the food processing. Thus, while the | 


Marshall Plan is still being debated, various phases 


of the Molotov Plan are already being carried out. | 
The economic agreements among the seven East- | 
ern European countries (Finland excepted, since it 5 


is not contiguous) are further buttressed by treaties 
extending social and cultural schemes (the area re- 
centy held its own athletic games in Bucharest) 
and above all by mutual military assistance pacts. 


Reconstitution Under Communist Guidance 


What is really happening is this: the old Austro- 


Hungarian Empire is being reconstituted on a com- 
munist and federative basis, under Russia’s guid- 
ance, over a much larger territory—nearly 1,000 
miles long and 600 miles wide, with some 90 million 


people. In itself, it is a recognition of the fact that [ 


the economic fragmentation resulting from the de- 
struction of Austria-Hungary was bad for all the 


countries involved, not only economically but from | 


the point of view of security as well, for the old 
Empire might have been the best bulwark against 
Hitler’s aggression. 

Included in the communist plans are some re- 
gional undertakings, not at all bad. One is Danubian 
flood control. Another is the Oder-Danube Canal 
which is to provide cheap transportation between 
the Danubian Basin countries and “the Eastern 
Ruhr,” the Upper Silesian industrial area. 

However, the Russians expect fat dividends. Ob- 
ject number one of the Molotov Plan is to help out 
with the rehabilitation of Russia. The Russians are 
estimated to have taken out already some $2 to $214 
billion worth of goods from Eastern Europe as war 
plunder, or as “German assets” or reparations. His- 
tory is repeating itself in the respect that most of 
the Eastern European countries, poor as they are, 
have already run up considerable balances “‘to their 
credit” in Moscow, which hopes to replace Berlin 
as the “clearing-house” of the area. 

The number two object of the Russians is to create 
a vast, more or less self-sufficient economic unit 
which would counterbalance Western Europe in a 
possible show-down with the United States. 


An Economic Unit 


But the industrialization of Eastern Europe and 
the creation of a counterbalancing economic unit 
will be extremely difficult in view of the fact that 
only local resources and know-how will be available. 
There is little chance that any external capital or 
know-how will be forthcoming. Except in Rumania, 
the gold and dollar reserves are insignificant, and 
exports to the West will be able to pay for only a 
small percentage of the equipment that is likely to 
be needed. Under the plans now being worked out, 
covering the first three or four years of the Molotov 
Plan, investment of some $11 billion is con- 
templated. 

That is why Czechoslovakia, with already estab- 
lished machine tool industries that were consider- 
ably expanded by the Germans during the Second 
World War, is such a unique asset. Together with 
the Russian Zone of Germany, Saxony, and Thurin- 
gia in particular, Czechoslovakia will be charged 
with the building of the necessary machines and 
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tools. The Czech ma- 

chine building indus- Table No. II 

tries are to be trebled, Postwar Loans and Grants Extended to Eastern Europe 

largely at the expense ee 

of the older export in- Bete saz. 8 en eet es millions of dollars) aS onads cs a Se 
dustries, such as tex- By By By By By By By 
tiles, china, and glass. By U.S. Canada Argentina Brazil Uruguay Britain Switzerl. Sweden 
The first task of the Gifts Loans Loans Loans Loans Loans Loans Loans Loans 
hugh Skoda Works, ‘iiiaite A — - Tee, a, 
now turning out a Bulgaria . ’ ne = 2 
wider variety of in- Czechoslovakia $186 $72 $19 $5 $20 $1 $4 $4 $7 
dustrial goods than Finland . 3 130 20 10 53 
ever before, will be to Hungary 37 2 8 
re-equlp and expand Poland 383 90 34, 
the heavy industry in nine 7 ee: | 
Upper Silesia, the Veuuduvie 321 2 
Eastern Ruhr, now Rae ee oat poet ae. am fers pee 
largely in Palish Total... $893. $329='s«$19s—“(«é«‘DsSC~*«*SBO $1 $6 $4 $104 
hands. Once the neces- ae me eT 




















sary machinery from 
Czechoslovakia is ob- 
tained, the Poles are to set up factories for making 
railway equipment, tractors, farm machinery, and 
even automobiles. The needed steel is to come from 
blast furnaces which are to be delivered by the Rus- 
sians under the $450 million credit recently granted 
to Poland by Moscow. 

“Capital investment agreements” recently signed 
with Russia, Poland, Bulgaria, and Yugoslavia com- 
mit the Czechs to export about $500 million worth 
of goods annually, nearly all capital goods. Some 
55 per cent of the Czech trade is expected to be with 
the East as against less than 20 per cent in 1947. 

Provided the Molotov Plan is successful, its effects 
on Europe’s East-West trade are likely to be far- 
reaching. The East will want mostly capital goods, 
industrial chemicals, and specialty products. The 
vast pre-war trade in consumer goods may never 
be revived. But at the same time the East may not 
have so many goods to exchange either, if it is to 
supply its own factories with raw materials and 
feed its growing industrial population. 

Meanwhile, however, the East-West trade has 
been expanding rapidly. It is estimated that by the 
end of 1947 goods were being exchanged at an 
annual rate of $2 billion, which would make the 
current East-West European trade about one-third 
as large as before the war. This is not bad, consid- 
ering that Germany produces only about half as 
much as she did then. 


East—West Trade 
The Western European countries which are 


heavily engaged in trade with Eastern Europe are 
Switzerland, Sweden, the Netherlands, and Belgium. 


: Belgian trade with the East doubled last year. The 


British too are now becoming interested in Eastern 
European foodstuffs and raw materials in order to 
save dollars. As a result of the recently concluded 
agreement, Britain will be one of the top-ranking 
countries in Polish trade, delivering largely ma- 
chinery and electrical equipment. Similar agree- 
ments with Yugoslavia and Rumania are expected 


in the near future. 


The picture that one gets is rather curious. While 
the East and the West are calling each other names 
and accusing one another of war-mongering, they 
are busily expanding their mutual trade. In fact, 
It is acknowledged that without dependence upon 
Eastern European deliveries of foodstuffs and raw 
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materials, the cost of the Marshall Plan to us would 
be much higher. But at the same time the indus- 
trialization of Eastern Europe, and hence the suc- 
cess of the Molotov Plan, is likewise being enhanced 
by the expanding trade in capital goods with West- 
ern Europe. 


Stumbling Blocks 


Despite the considerable aid which Eastern 
Europe is getting from Western Europe in the way 
of capital goods, the chances of carrying out the 
ambitious industrialization program in less than ten 
years are pretty slim. As has been mentioned, there 
are no dollars and not sufficient know-how. The lack 
of skilled labor is another stumbling block. Some of 
the machinery, such as the equipment for rolling 
mills in Silesia which was ordered in this country 
by the Czechs but fortunately not shipped, can be 
obtained only in the United States. The Czech indus- 
tries are in bad need of modernization. Help from 
Germany and Italy under the reparation account is 
doubtful, and Russia is not likely to have much 
spare equipment. 

Moreover, there is likely to be considerable resist- 
ance to the carrying out of the industrialization on 
plans in Eastern (Please turn to page 723) 






































Table No. Ill 
Eastern Europe Economic Survey 
National Debt Tax Gold and 
Population Income Burden Burden Dollar 
(000,000) PerCap. PerCap. PerCap.  Res.* 

—_— 1946-1946 1946 1946 000,000) 
Bulgaria . 6.6 $166 $136 $24 $26 
Czechoslovakia 13.1 232 159 65 37 
Finland . 3.9 184 199 184 23 
Hungary .............. 9.3 109 25 30 ay 
Poland ... 23.6 70 26 77 
Rumania . 16.5 As 33 276 
Yugoslavia 15.4 96 23 88 
Albania 1.1 Ce 12 

Total . 89.5 568 
For Comparison: 

France 39.6 214 433 127 950 

Canada ... 11.3 772 1,365 193 898 

*—As of June 30, 1947. 
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NET QUICK ASSETS 
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By J. C. CLIFFORD 


“il number of industrial shares currently 
have been deflated in price to a point where they are 
now substantially below their book values and fre- 
quently close to, or even under, net current assets. 
There have always been two sides to the question as 
to how much emphasis should be accorded to the 
relationship of equity values to prices for corporate 
shares, and the discussion becomes still more inter- 
esting when consideration of net quick assets alone 
as one yardstick for prices is the issue. 


Price Versus Asset Value 


Offhand, the per share book figures involving net 
assets, whether all-inclusive or confined to cash, se- 
curities, receivables and inventory, might seem im- 
portant, if only as clues to tangibles that an inves- 
tor thinks he may acquire. In other words, the price 
is accorded the same weight in a stock transaction 
as if goods and cash items were under consideration. 
Factually, however, such an assumption would lack 
validity, for strictly speaking, the holder of stock 
in a corporation owns no assets other than a legal 
right to his proportionate share of dividends the 
directors may decide to declare, either from earn- 
ings or from the proceeds of physical liquidation. 
Viewed from this angle, the relationship of share 
prices to even quick assets loses much of its signifi- 
cance compared with comparisons with current or 
potential earnings and dividends. 

On the other hand, there are times and instances 
when a low price-quick asset ratio can fortify, 
though not definitely establish, a conviction that 
bargain days are close at hand. Combined with 
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numerous other factors, equity values 


investment opportunities, for if the po- 
. tential earning power of corporate as- 


sults, to acquire them even indirectly 
at a discount would appear to be en- 
tirely desirable. Studies of this kind, 
though, open up a long string of cor- 
relative factors, appraisal of which re- 
quires a good deal of analytical skill. 

Quick assets are commonly considered 
as the cream of all corporate posses- 
sions, although from our foregoing 
comments it may be realized that plants 
and equipment may be the fountain 
head of profits, hence of equal or even 
greater importance. Because inventories 
and receivables normally are soon 
translated into cash, and cash is the 
lifeblood of all business enterprises, 
these items are highly rated by bankers 
accustomed to making short term loans. 
Indeed, in credit negotiations the banks 
have traditionally been reluctant to loan 
money for what they have termed 
“bricks and mortar,” refusing to recog- 
nize fixed assets as a background for 
short term notes. 


Sound Current Ratio 


What counts most with them is the 
maintenance of a sound ratio between 
current assets and current liabilities. 
This factor should also predominate in 

investment appraisals, for the ratio mentioned is 
far more significant than any per share values in 
terms of working capital. In other words, it is con- 
ceivable that study of some situations where share 
prices are below quick assets might reveal an unde- 
sirably tight working capital position, even though 
earnings are satisfactory. 

Just because of the fact that cash or near cash 
items can be counted on to pay current debts, buy 
additional materials, pay wages, dividends, or to 
expand facilities in due course, they can rapidly 
change form. Under current highly uncertain con- 
ditions, furthermore, conservative managements are 
retaining unusually large proportions of net earn- 
ings in their business to finance programs and to 
build up sizeable reserves against under-deprecia- 
tion and possible inventory declines. 

This adds up to a possibility that investors laying 
great stress upon quick asset values of shares might 
suddenly wake to the fact that a substantial shrink- 
age had occurred, either by their transposition into 
fixed assets or by evaporation to offset declines in 
inventory values. The apparent advantage of a low 
price compared with current assets values for shares 
at best has no assurance of permanence: in many 
cases it will be discovered that the ratio is more 
likely to change for the worse rather than to hold. 
Conversely, where market psychology has been 
mainly accountable for depressing the price of 
shares below their quick asset values, where funda- 
mentals upon analysis appear entirely sound, and 
if the road ahead looks clear, certain stocks may be 
near to the buying zone. 

For the purpose of our discussion we have selected 
ten concerns the shares of which are selling at prices 
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deserve due consideration in appraising [ 


sets can be gauged with optimistic re- [7 
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near, but mostly below, quick asset values. Our 
readers should realize that in this process we have 
gone beyond the usual definition of net quick assets, 
for we have deducted from aggregate current assets 
every form of obligation, both short and long term, 
senior to the equities, as well as preferred stocks. 
This builds up an execeedingly conservative basis of 
procedure. In our table we show relative book values 
for 1947 as well as quick assets per share, net for 
the past two years, dividends paid for 1947, yield, 
price, price-earnings ratios and the 1947-48 price 
range. 


Pacific Mills 


Let’s look at Pacific Mills, whose shares are now 
selling at around 31 compared with their quick asset 
value of $36. In this connection we refer our readers 
to a special analysis of the textile industry appear- 
ing elsewhere in the current issue of our Magazine, 
for a general background. Unlike many other con- 
cerns, Pacific Mills has borrowed no money nor 
issued any preferred stock to finance a $21.7 million 
modernization program since 1940, having used re- 
tained earnings to accomplish its aim. Replacement 
of out-dated machinery by the most modern equip- 
ment on this scale is not only widening profit mar- 
gins but should tend to stabilize earnings when com- 
petition begins in earnest. 

The rather erratic profit record of this concern 
in prewar accordingly may not be repeated with 
equal significance after the present boom ends. Many 
years ago, Pacific Mills paid dividends without a 
break for 50 years, but later experienced competi- 
tive troubles during an extended period along with 
drab earnings. Now that its mills have been ade- 
quately equipped, the company’s outlook has been 
greatly improved. At the end of 1947, a $9 million 
reserve for contingencies fortified inventory values 
of $21.8 million. Fully granting that bonanza earn- 
ings of the past two years cannot continue inde- 
finitely, it should be realized that the conservative 
dividend rate of $3 per share is only twice the $1.50 
paid 11 years ago. All considered, the spread be- 
tween price and quick asset value of Pacific Mill 
shares should carry some weight in appraising their 
merits from a speculative standpoint. At 31, the 
stock seems very reasonally priced, at least for a 
long pull. 


A Machine Tool Co. 


ween 1935 and 1945. Now that competition from 
Government owend surplus tools has ended, some 
improvement may be expected, but while these 
shares may have been deflated below rational con- 
cepts, and appreciation potentials are not lacking, 
to us they do not carry equal appeal as some other 
industrial issues under current market conditions, 
and of much larger concerns. 

Shares of Pullman, Inc., now selling at about 43, 
deserve careful study for a number of reasons. As 
net quick assets of this concern equal $51 per share, 
not to mention a book value of $63, there is food for 
thought. Now that Pullman has sold its sleeping car 
business, its potentials lean heavily upon manufac- 
ture of passenger and freight cars and operations of 
its engineering subsidiary. The company ranks tops 
in the railway equipment field, sensitive though this 
form of enterprise is to cyclical changes in the 
economy. During 1947, Pullman produced more than 
16,000 freight cars alone, twice the number for 
1946, and deliveries in 1948 should increase sharply. 
Though volume for the first nine months of 1947 
was $141 million, the backlog on November 1 stood 
at $375.7 million, and has since grown, it is said. 


Higher Earnings Ahead? 


Give ampler supplies of steel and freedom from 
labor troubles, 1948 net earnings should materially 
exceed the $3 per share dividend, while the $75 
million proceeds of the sleeping car sale haxe pushed 
working capital far above requirement. This should 
stabilize dividends substantially, especially as the 
number of shares outstanding has been much re- 
duced by repurchase of about 530,000 shares last 
summer and continuing open market acquisitions. 
It seems to us that since the current yield of 6.9% 
appears to be dependable, Pullman shares at around 
43 enjoy an attractive market position, although of 
course even more interesting opportunities may 
unfold, depending upon the general market trend. 

Based upon Montgomery Ward & Company’s July 
31, 1947 balance sheet, it would appear that the 
quick asset value of its common shares was $49, 
and that also happens to be a recent price for these 
equities. Since operations of this concern for the 
October quarter brought profits equal to $2.67 per 
share and sales for 12 months ended January, 1948 
established a new high mark, the forthcoming bal- 
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ance sheet will probably reveal a rise in the quick 
asset value. Last July, Montgomery Ward had estab- 
lished a reserve of $26 million against inventory 
declines and is likely to expand this account, al- 
though it equalled 10% of inventories. If a serious 
recession should set in, this wisely created fund 
might substantially offset inventory mark-downs, 
but in that event the quick asset value of the shares 
could shrink to the extent of about $4 per share. 
What probably accounts for the current price of 
these equities is uncertainty over the stability of 
earnings during the medium term. Since net earn- 
ings, however, could shrink a good deal without 
threat to the present dividend, the yield of 6.1% 
carries a measure of appeal, considering the com- 
pany’s strong position. This surmise is bolstered by 
the evidence of above average amounts of liquid 
assets in relation to the company’s share price. 


Another Example 


Though sales of Endicott Johnson Corporation, 
second largest shoe manufacturer, were of all-time 
record proportions during its last fiscal year, and 
net earnings improved moderately, profit margins 
narrowed under the pressure of rising costs. Because 
of some slackening in demand and a prospect that 
prices may soften, there is a chance that lower 
earnings may accrue to shoe manufacturers this 
year. The business is highly seasonal, however, and 
this tends to mitigate the danger of inventory losses 
if hide prices should drop drastically. The shoe in- 
dustry enjoys unusual stability from year to year, and 
Endicott Johnson has been able to pay dividends 
in every year since 1919. All of which lends con- 
fidence to the company’s investment rating. 

That a recent price of 30 for its shares compares 
with a quick asset value of $43 is accounted for 
doubtless by the fact that this represents about 
9 years earnings, establishing a fairly high ratio 
under current stock market conditions. In a way 
the price-quick asset spread only attests to the strong 








financial status of the company and the conserva- 
tive steps it has taken to protect future earnings. 
For example, against inventories of $32.2 million 
it carries reserves of $17.1 million, or 53%. 


Aircraft Shares 


Shares of many concerns in the aircraft group 
have been selling far below their net quick asset 
values for some time past. This is due to their large 
working capital accumulated from lush wartime 
earnings. When very hard times arrived for manu- 
facturers of aircraft during 1947, often bringing 
substantial deficits, these ample amounts of liquid 
assets came in very handily. Despite large backlogs, 
rising costs and serious slow-downs in deliveries, 
along with heavy overhead and restricted profit 
margins, combined to call for red ink on a broad 
scale. Doubt about the earning capacity of the in- 
dustry deflated share prices for most of the large 
concerns, regardless of their basic financial strength. 
But now that the prospect of huge military orders 
has put a‘new face upon the situation, the relation- 
ship of share prices to quick assets becomes more 
interesting. 

For example, this sufficiency of liquid assets en- 
abled Douglas Aircraft to pay dividends of $2.50 
per share last year though it probably incurred a 
deficit in earnings of more than that amount. Yet 
at 59, Douglas shares compare with a quick asset 
value of $88, at least as of May 31, 1947. To carry 
on an annual business of around $120 million, re- 
gardless of profit potentials, requires a lot of work- 
ing capital and even Douglas had bank loans of 
around $5 millions last fall. This emphasizes the 
factor of earning capacity, rather than the price- 
quick assets ratio in this special case. In view of 
the brighter outlook for the company and its estab- 
lished position, its shares have speculative attrac- 
tion indubitably, but their liquid assets factor car- 
ries less weight in the picture. 

A recent price of 46 for Mack Trucks, Inc. invites 
attention from the angle of quick asset value, in that 
the latter showed as $57 per share, according to the 
September 30, 1947 balance sheet. The book value, 
appeared 80. In both cases the spread is rather signifi- 
cant. In December, however, the company sold 150,- 
000 additional shares at around 50, but this-left the 
quick asset value virtually unchanged. Due to this 
financing, the company was able to pay off some $4 
million of short term bank loans and to expand 
working capital by another $3.5 million, decidedly 
strengthening its financial position. By these steps 
Mack became better situated to start on a $10 million 
expansion program during the next two or three 
years, and to finance sales of buses that involved in- 
stallment payments and hence required more working 
capital. 

It will be noted from our table that Mack Truck 
shares have exhibited considerable volatility with a 
price range of 60—413,, during 1947-48 ; they are now 
nearer the low mark than the high. The fact that the 
yield now obtainable is far above normal and that the 
price-earnings ratio is rather low, attests to consid- 
erable apprehension by investors over the permanence 
of the company’s earning power, at least at the very 
high level achieved last year. A sudden climb from a 
deficit of $1.48 per share in 1946 to $11.03 in the black 
for 1947 seems a bit spectacular, but strikes and re- 
conversion problems in the earlier year accounted for 
the poor showing. (Please turn to page 728) 
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1948 Special 











Re-appraisals 


of Values, Earnings and Dividend Forecasts 
x * * 


Prospects and Ratings for Textiles, Metals and Metal Fabricators, 
Tire and Rubber shares, Specialty and Unclassified Stocks 


Part IV 


SJ he break in commodity prices, heralding a 
turning point in the postwar price inflation, forcefully 
calls to attention that 1948 is likely to be a year of 
uncertainty as well as challenge to business and 
industry. 

While economic fundamentals continue strong, the 
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new developments confront business with problems 
which it has not had to face for many years, not the 
least of them a return to more competitive business 
conditions and the possibility of some downtrend in 
overall business activity while price correction pro- 
ceeds. It is a prospect that tends to inject a good deal 
of caution, if not conflicting thinking, about the course 
of our economy in the months to come. 

To establish and maintain a constructive invest- 
ment program under current and prospective con- 
ditions, close and continued scrutiny and interpreta- 
tion of fundamental trends is a prime requisite. 
Only by recourse to reliable facts and trained judg- 
ment can the investor protect his position. From a 
stock market standpoint, the year ahead may be a 
difficult one, perhaps full of contradictory move- 
ments and reactions. All the more, such a prospect 
makes it imperative to keep informed and recognize 
trends in the making. 

To assist our subscribers in arriving at sound in- 
vestment decisions, The Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its regu- 
lar coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available 
information, supplemented by statistical data for 
ready comparisons. Additionally, brief comments on 
the status of each company listed are presented. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks— 
the last column in the tables preceding our com- 
ments—is as follows:A+, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The accom- 
panying numerals indicate current earnings trends 
thus: 1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and in- 
vestment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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Varying Prospects por 







By H. F. TRAVIS 


7) an atmosphere of optimism still 
pervades the textile industry, enthusiasm is tem- 
pered by rather well founded caution. That sales 
and net earnings of numerous cotton, woolen and 
rayon mills during 1948 will continue at a level far 
higher than in prewar finds general agreement both 
within the trade and among outside analysts. Opin- 
ions are tending to differ, though, as to whether cur- 
rent year’s results will equal the extraordinary 
showing achieved by many textile manufacturers in 
1947. At that, indications are strong that the pace 
is not likely to slacken during the first half of 1948 
in any event. Competitive factors thereafter might 
change the picture, attended by a possible lowering 
of prices, at least in some lines. 

The experience of the textile industry last year 
throws an interesting light on potentials for 1948— 
for more than one reason. Early in 1947, prophets 
of a general business recession were pointing out 
that its appearance would probably be signalled by 
a decline in textile production and prices before any 
other group. When textile activity did relax some- 
what after the first quarter, the outlook accordingly 
became rather uncertain. 

But in reflection of a decided spurt in demand, 
volume and earnings of the leading manufacturers 
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TEXTILES 


advanced sharply during the last 
half to establish exceptionally satis- 
factory results for the full year. 
Better yet, at the beginning of 1948, 
the industry was in the strongest 
position in its long history, both 
financially and as to backlogs and 
prices. 

Manufacturers of cotton textiles 
last year adroitly readjusted their 
schedules to meet changes in the 
character of demand. Early in 1947 
it was realized that over-emphasis upon production 
of industrial cotton goods, such as materials for 
belting, tires and bags, had begun to threaten the 
price structure, whereas the general public was still 
clamoring over a scarcity of lighter goods such as 
sheets, household furnishings and print cloth. 

Numerous looms were accordingly converted to 
production of these lighter items, and the demand 
for them was so insistent that three shift operations 
were widely employed; it also was found practical 
to raise prices by about 25% during the year. In 
this manner large sales were achieved and profit 
margins maintained at satisfactory levels despite 
the upturn in prices for raw cotton and the general 
rise in manufacturing costs. By the end of last year, 
the cotton mills had reached a very desirable bal- 
ance in their varied output, more closely in line 
with demand factors, though the latter continue 
strong. 


Record 1947 Output 


When final figures are available, it is now believed 
that the cotton mills will report a total output of 
close to 11 billion yards for 1947, considerably above 
any prewar experience, and about 10% above op- 
timistic expectations prevailing early last year. 
What combined to help move this large yardage was 
an export demand that took about 1.5 million yards, 
almost twice the amount sent overseas in any pre- 
vious year in history, plus the boomtime require- 
ments of agriculture and industry, while about 50% 
of production was readily absorbed by the consum- 
ing public. 

Perhaps few industries other than the producers 
of textiles are so sensitive to sudden variations in 
demand. Although volume normally fluctuates in 
line with business cycles, the distributive and proc- 
essing elements in the textile group are traditionally 
swayed by market factors to a disturbing degree. 
Wholesalers in particular are apt to rush in with 
heavy orders if they think an upturn in prices is 
in sight, withdrawing from the market with equal 
speed if they detect evidence of price softening. 
Since from purchasing of raw cotton, to the spin- 
ning of yarn, manufacture of gray goods, printing, 
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Statistical Data on Leading Textile Stocks 





Net 
Current _—_—Inven- 
Assets* tories* —Net Per Share— Div. 


—($Million)— 1946 1947 1947 


Price- Invest- 
Div. Earnings ment 
Yield Ratio Rating COMMENTS 





$2.8 $1.8 $9.46 $6.73 $4.00 











American Viscose 


72.6 25.7 5.20 9.25E 2.00 





American Woolen 


ee 





59.5 58.5 21.86 15.37 10.00 
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Berkshire Spinning —................ 22.7 9.8 3.774 7.94 2.354 
25.0 15.0 5.93 6.00 E 2.00 
Burlington Mills . 55.3 33.4 3.47 6.49 1.50 
X 
51.9 29.8  9.19a 800E 2.50a 
Celanese Corp. of Am 66.9 20.4 2.36 3.75 E 1.30 





Cluett, Peabody ................. & 
X 











| 
|Goodall-Sanford ............ 











Industrial Rayon oc ncenee 








Lowenstein & Sons... 





Manhattan Shirt oo. 








North Amer. Rayon A & B 








Pepperell Mfg. 
X 





Reliance Mfg... 





Stevens (J. Pe) nnn 











United Merch. & Mfg... 
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West Point Mfg.. 





*—Latest reported. 











6.5 C+2 Well entrenched hosiery producer. Earn- 
ings reduced by rising costs, but likely 
to level off in 1948. Dividend status 

__secure. 


a Bi Larger capacity and heavy demand 


should sustain volume and earnings. 
Payment of extra dividends should con- 
_________tinue at intervals. 
25 C+3 World's largest woolen manufacturer, 
enjoying boom time prosperity, but sen- 
sitive in prewar to depressive periods. 
Sectors Current dividend safe. 
2.1 C+2 Efficient operations and strong finances 
promise continued high level earnings 
, sit and dividend stability in current year. 
3.3 B2 Established manufacturer and retailer of 
men’s clothing. 1948 outlook good, with 
no change in dividend rate probable. 


2.6 B—J| Strong producer of rayon goods with 
recently expanded capacity. Firm grasp 
of cost controls should assure high 

__________earnings. Dividend amply secured. 

4.9 A2 Long experienced and successful pro- 
ducer of sheets and towels. Enlarged 
output could expand 1948 profits. Stable 

_____dividend indicated. 








ie 6.1 ; BI A leader in the cellulose acetate rayon 


field, with growth potentials enhanced 

by product diversification and inte- 

grated operations. No change in divi- 
= __dend likely. 

4.4 Bi Established trade position, ampler sup- 
plies and enlarged capacity suggest 
moderate uptrend in 1948 earnings. 

_Conservative dividend well protected. 


“19 B—J| Sharp upturn in 1947 earnings aided by 


modernized equipment and enlarged 
capacity. Strong demand for rayon 
should benefit 1948 sales. Dividend safe. 


45 Bl Large backlog suggests good year 


ahead for this producer of rayons, up- 
holstery and men’s summer suits. Divi- 
ees _dend well backed by earnings. 

3.8 C2 Added capacity and shift from silk to 
rayon fibers enhance potentials under 
current conditions, despite heavy com- 

Pee _____petition. Steady dividends probable. 

4.9 BI  Uptrend in sales and earnings not likely 
to recede in near term. Added capacity 
a favorable factor. Dividend stability 

___________well indicated. 


43 B3 Product diversification constructive but 


rising costs may slightly narrow margins 
in current year. Adequate coverage of 
__dividend evident. 


|. a C+2 Concentration upon low priced cotton 


goods enhances volume stability. Record 
output possible in first half year. Divi- 
dend variations not likely. 


45 B2 Continued strong demand for company’s 


specialties should produce satisfactory 
earnings during near term. No change 
__in dividend indicated. 


3.4 BZ Plant improvements should assure ade- 


quate margins under current high level 
activity. Earnings exceed dividends by 
_.comfortable amount. 

4.1 —J| Efficiently run concern but action by 
U. S. Alien Property Custodian in taking 
over foreign stock control clouds near 

_term prospects. Dividend seems safe. 


: 3.2 : B2 Larger profits perhaps in store for this 


strong and well managed cotton textile 
3 _producer. Dividend amply earned. 


: 3.4 BQ. Aggressive sales promotions and en- 


larged capacity serving to continue a 
long record of success. Extras should 
__supplement regular dividends as of late. 


6.7 C+ | Reduced demand for wearing apparel 
plus inventory adjustments shaved net 
last year. Improvement now likely. Divi- 

ais ____.dend probably secure. 

33 C+2 Greatly expanded operations proving 
very profitable for this large producer 
of cotton textiles. Improvement in divi- 

____________dend payments possible. 

2.1 B—2 Makes quality brand rayon products now 
in broad demand. Margins widened 
through plant efficiency. Conservative 

_dividend well secured. 

2.6 B2 Expanded facilities and highly inte- 
grated operations favor continuation of 
earnings at high levels. Earnings amply 
meet dividend requirements. 


TH B2_ This producer of gloves, underwear and 


nosiery is well entrenched in trade. Large 
volume likely to sustain earning power. 
Dividend appears safe. : 

3.6 C+] A long successful competitor in cotton 
goods field. 1948 may bring larger vol- 
ume and increased earnings. Dividend 
entirely secure. 





30.8 26.7 7.33 7.20 3.00. 

49 41 43la 897 87a 17 
168 174 13.44 46lce 2.50 

a a 355 447 £41.95 

11.0 3.1 5.66 875E 2.50 4: 
11.2 44 210 350 £1.50 

26.2 9.4 8.50 I1.00E 2.50 

10.2 il 54EC«CdODs*«‘“‘«‘ 

3.8 39 230 3.25E 1.00 

9.5 15 5.20 800E 2.25 

28.5 18.1 = 11.99”':—=«“SSS:*=~«*SCSC«SSS 
19.2 11.60) 4.74 14.8925 

10.0 63 290 1.00E 1.00 

67.2 365 547d 8.24 2.75 

20.7 21.0 616 5.75E 1.00 
37.1 248 8 =©230 536 1.60, 

5.5 36 8 ©§=§=©694.05a 5.00E 2.274 
20.5 7.2 3.88 9.20 4.90 
en 


(b)—Plus 5% stock. 


(c)—!1 months ended June 30. 
(d)—I0 months. 
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sautorizing, wholesaling and retailing of finished 
fabrics, as many as eleven different processes are 
sometimes involved, it can be visualized that any 
volatility of demand is felt on a broad scale all along 
the line. 

At the start of 1948, cotton goods buyers were 
crowding into the markets with orders that some 
mills could accept only for late summer or fall de- 
liveries. Though this seems to assure capacity oper- 
ations by most important producers until at least 
midyear, it looks as if the avidity of buyers was 
hardly warranted by conditions now prevailing in 
the mill areas. To support this premise, the Depart- 
ment of Commerce has recently announced that pro- 
duction in the textile industry is now so well bal- 
anced and under such good control that voluntary 
allocations can be dispensed with. This is all the 
more significant because of probable heavy export 
requirements under the Marshall Plan. 


Volume Potentials 


On the other hand, there are signs that many 
nations with substantial dollar balances will cut 
their normal imports of American cotton goods in 
favor of other essentials. Aided by increased demand 
for fabrics required by the “new look” and consider- 
ing the still ample public purchasing power, it looks 
as if volume potentials of the textile producers for 
some months to come are likely to retain their bright 
tinge of last year, despite increasing signs of con- 
sumer resistance to high prices. It should also be 
realized that industrial demand normally absorbs 
about 40% of the cotton mill output, so that as long 
as manufacturing and farming activities remain 
at a high level, the textile producers should benefit 
accordingly. 

Caution, however, is invoked by lagging business 
in the dress industry, particularly in women’s wear 
where impact of consumer hesitancy is currently 
felt most. Though clothing ranks second only to food 
in personal budgets, table expenses have risen to a 
point where many income earners have to cut down 
elsewhere. Combined with near-balance of supply 
and demand in the textile fields, resultant competi- 
tive influences could well find reflection in lower 
prices before long. 


World Cotton Demand High 


Though cotton acreage this year may be slightly 
larger, world demand is such that prices for this 
raw material are not likely to decline much. Wage 
costs, too, appear to be at a rigid level, as are freight 
and fuel costs. On balance, profit margins of the 
textile mills sooner or later may face a squeeze, 
though its impact may be softened by widespread 
steps towards integration and large sums spent 
since VJ-Day for modernization of mill equipment. 
So great is the demand for up-to-date machinery 
that suppliers fear they cannot match it with pro- 
duction for several years ahead. 

As for earnings prospects in the current year any 
margin squeeze thus may at least be partly offset 
by increased mill efficiency. Absence of inventory 
windfalls such as occurred last year, however, may 
militate in varying degree against matching the 
record 1947 profits. 

Manufacturers of synthetic yarn and fabrics also 
made the most of their opportunities last year, 
ending 1947 with an estimated aggregate production 
of close to 2 billion yards, up about 8% over the 
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previous year. This segment of the textile industry 
in its first 12 months of full relief from Government 
wartime controls benefitted fully in respect to earn- 
ings, because of an insatiable demand for its nu- 
merous products. The taffetas, crepes and satins 
were eagerly grabbed up by the public. Industrial 
demand for rayon was never fully satisfied. New 
nylon fabrics for the underwear trade also proved 
highly popular, along with some of the new spun 
rayons with crease resistant merits. Although the 
industry since VJ-Day has placed sizable new mills 
into operation, both for yarn and for woven goods, 
demand from all quarters exceeded supply all 
through the year. 

As price advances of about 25% during 1947 
more than offset higher materials and labor costs, 
profit margins were very satisfactory and net earn- 
ings of both yarn producers and rayon weavers reg- 
istered sharp advances over the previous year. For- 
ward buying has been extensive so far in 1948, and 
mills are booked up through mid-year and in some 
cases even longer. On the whole it looks as if rayon 
manufacturers should experience another exception- 
ally good year though there are both pros and cons 
that must be considered. 

For one thing, the Department of Commerce has 
announced that exports of broad woven rayon goods 
last year involved more than 228 million yards, 
valued at $166.3 million. These shipments accounted 
for about 12% of total domestic production. As 
only 90.2 million yards were shipped abroad in 
1946, the spectacular uptrend that occurred in 1947 
can easily be seen. As for 1948, January exports 
amounted to 18.3 million yards, and if this rate 
could be continued all during the current year, ex- 
port sales would about equal last year’s showing. 


Lower Exports 


In view of growing dollar shortages in foreign 
countries, however, some exporters foresee a decline 
in shipments overseas that may leave some 9 million 
more yards of rayon goods for our domestic mar- 
kets towards the latter part of 1948. Since a mod- 
erate increase in production in itself would bring 
supply and demand into a fairly desirable balance 
in any event, this possible reduction in foreign ship- 
ments might carry considerable significance. 

On top of this, though mill prices have remained 
firm, it is reported that some converters lately have 
lowered their price tags by about 15%, and as 
clothing expenditures seem to be taking a smaller 
proportion of total sales in the retail stores, the 
price structure for finished rayons may at least have 
reached its peak. Hence inventory profits may not 
continue to swell earnings of the manufacturers, as 
was the case last year. 

Now that the expansion program of this indus- 
try has made substantial headway, there are signs 
that more than one concern has decided to defer 
further construction for a while, with the thought 
that current production should suffice to meet de- 
mand for most classes of rayon goods. From our 
earlier comments our readers may have noted that 
despite the substantial increase in the consumption 
of rayon, consumption of cotton goods is still in a 
ratio of about 5 to 1. This establishes an interesting 
target for the mills using synthetic fibers as time 
goes on, but in view of current uncertainties, many 
managements favor a cautious approach. In this 
respect, a prospective drop in demand from tire 
producers for (Please turn to page 721) 
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By WARREN BEECHER 


Y t is inconceivable, as any impartial authority 
is willing to concede, that the country’s representa- 
tive non-ferrous metals producers should expect to 
increase earnings this year over record 1947 results. 
Regardless of the course of international affairs, it 
seems unlikely that potentialities in inventory ap- 
preciation will be repeated. With costs trending 
upward, margins promise to become narrower. 
Nevertheless, the larger and more efficient concerns 
should experience earnings well above the average 
of the last decade. 

Fabricators of copper, lead and zine probably will 
have to be satisfied with somewhat smaller profits 
this year, too, although in some instances the de- 
clines may be relatively less severe than in the case 
of mining companies. Results in this group last year 
were not uniformly successful, and variations from 
1947 may not follow an exact pattern. In general, 
however, the fabricating business has returned vir- 
tually to its pre-war norm. Conditions have become 
more keenly competitive than since 1939, and mar- 
ginal concerns face the threat of a squeeze on profits. 

Before reviewing conditions in the industry, it 
may be well to examine typical earnings statements 
to gain a proper perspective. Results last year ex- 
ceeded the industry’s fondest hopes, as price ad- 
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Metals and Metal 
Fabricators in 1948 


5, 
absent this year, yet pros- 
pects point to continued 
good business and earnings 
for most companies in the 
non-ferrous metals field 


vances in the first half af- 
forded substantial inventory 


appreciation, while avoid- 
ance of labor difficulties per- 
mitted rapid expansion in 
output. Here are a few com- 
parisons: Kennecott Copper 
reported net profit for 1947 
equal to $8.49 a share, com- 
pared with $2.13 in the pre- 
ceding year. This not only 
was substantially double 
wartime profits, but topped 
the 1929 boom year of $5.55 
a share. Phelps Dodge ex- 
perienced a banner year with 
earnings equal to $8.64 a 
share, contrasted with only 
$2.93 in 1946, most of which 
was obtained in the final six 
months of the year. This fig- 
ure was almost three times 
restricted war earnings and 
was not quite double the 
1929 net of $4.80 a share. 


Earnings Comparisons 


Among lead _ producers, 
American Smelting & Refin- 
ing reported net income 
equal to $12.65 a share for 
last year, compared: with 
$5.57 in 1946 and with an 
average of about $4 a share 
for most of the war years. 
In 1929, the best previous 
year in recent history, earn- 
ings came to slightly less 
than $11 a share. St. Joseph 
Lead had earnings last year 
equivalent to $6.35 a share, 
an increase of more than 100 
per cent over the $2.94 a 
share for 1946. This show- 
ing more than doubled the average results of the 
war years and compared with only $4.99 a share 
for the 1929 peak. 

Other figures could be presented to illustrate the 
magnitude of last year’s almost sensational jump 
in earnings. These seem to be sufficient, however, 
to indicate that they may be classified as abnormal 
and unlikely to be repeated this year. With minor 
exceptions perhaps, prices of principal non-ferrous 
metals seem likely to be fairly well maintained, 
however, and unless costs advance more sharply 
than now seems probable, results this year promise 
to compare favorably with good years of the recent 
past. Detailed data for a variety of companies in 
the industry are presented in the accompanying 
tabulation. 


Firm Price Tone 


Despite the sharp decline in farm commodities, 
metals displayed a firm price tone. Trade authorities 
see no convincing evidence of weakness in the struc- 
ture, although it is admitted that consumers have 
evinced little concern over possible advances and 
have refrained from building up inventories. Wheth- 
er or not revival of war talk may spur the military 
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Net 
Current Inven- 
Assets* tories 


—($ Million)— 1946 


—Net Per Share— 


Div. 


1947 1947 


Invest- 
Div. Earnings ment 
Yield Ratio Rating 


Price- 
Recent 
Price 


Financial Data on Non-Ferrous Metal and Metal Fabricator Stocks 
| 
| 


COMMENTS 





Aluminum Co. of Amer......... $129.0 $81.9 $3.70 


$4.00E $2.00 


Well integrated, dominant domestic | 
aluminum producer. Expanded facilities | 
should further increase earnings. Capi-| 
tal needs may hold dividend to wat 


quarterly basis. 
lead-silver mines; 


$52 3.8% 13.0 BI 





American Metal, Ltd.. 29.0 19.5 2.02 


3.50E 2.25 


24 9.4 6.8 B3 Operates Mexican :| 
also refines ore and scrap. Earnings due | 
to taper off but should still be well 
maintained. Liberal extras to 25¢ quar-| 


terly dividend usually paid. | 





American Smelt. & Ref. 106.9 77.2 4.64 


12.65 5.00 b 


Largest smelter and refiner, with world-| 
wide interests. Earning power may de- 
crease but net income should hold up 
wéll. Further extras to 50c quarterly 
dividend indicated. 


50 10.0 3.9 B3 





American Zinc, Lead & Sm... 6.2 6.4 53 


1.00 E .20 


6.0 C3 Operates low-grade mines; production | 
costs high. Loss of subsidies indicates | 
lower earnings in sight. Dividends will 


likely be conservative. | 


6 3.3 





Anaconda Copper ....... 180.5 63.7 
Ww 


5.00 E 3.00 


World's largest copper producer; also| 
important fabricator. Acquisition of 
additional mines should aid in main-| 
taining good earnings. 75¢ quarterly | 
dividend appears secure. | 


31 21 6.2 B3 





Anaconda Wire & Cable 12.1 3.66 


9.50 E 


Leading manufacturer of copper wire! 
and allied products. Lower earnings) 
indicated in immediate future; longer | 


36 17.4 3.8 CH3 


term uncertain, Stock pays liberal divi- | 


dends. 





Bridgeport Brass .................. 13.1 


90 


Fabricates an extensive line of products. | 
Earnings approaching a stabilization 
trend. Dividends were omitted in Janv- | 
ary but may be resumed soon. 


Le C-rz 





Cerro de Pasco Copper 15.4 3.5 1.48 


. 


2.00 


Large Peruvian producer of copper, | 
lead, zinc, and silver. Improvement in 
earnings indicated but Peruvian imposts | 
restrictive. 50c quarterly dividend will 
probably continue. 


24 8.3 9.6 Bl 





5.0 1.01 


Climax Molybdenum . 


97 1.20 


Dominant factor in molybdenum indus- | 
try. — increase in earnings appears | 
in sight but competition increasing. 
Strong finances point to maintenance of 
30c quarterly dividend. | 


15.4 B2 





Driver-Harris .................. 4.77 


3.18 f 3.00 


Manufacturer of nickel and allied prod- | 
ucts. Well maintained earnings indi- 
cated. 75c quarterly dividend appears 
adequately protected. | 


35 8.6 





Eagle Picher ..... 15.3 13.8 


1.50 


Large zinc-lead producer but mines} 
largely depleted. Bulk of earnings from| 
smelting of purchased ore and fabricat-| 
ing. Lower earnings appear imminent. | 


Dividend raised to 45c¢ quarterly. | 


21 7.1 5.2 Crs 





Fansteel Metallurgical ..... 5.9 3.9 74 


75E 20 


Refines tungsten, tantalum, molyb-| 
denum, and other rare metals. Longer! 
term growth prospects favorable. An-| 
nual 25c dividend may eventually be 
increased. 


14.8 BI 





General Alloys . def.15 


Nil 


Manufactures heat, corrosion, and abra- 
sion resistant castings. Sales holding up. 
No dividends paid on common stock 
since 1930. Preferred dividends in arrear. 





General Cable... 
X 


Manvfactures various kinds of copper 
wire and cable. Well maintained earn- 
ings indicated. Recent 25c quarterly 
dividend should continue. 














Howe Sound _. 


2.00 


Owns high-cost copper mine and low- 
cost copper-gold mines. Operation of 
new mines to improve earnings over 
medium term. 50c quarterly dividend 
expected to continue. 





Hud. Bay Min. & Smelt... 


4.65 E 3.00c 


Operates low-cost zinc-copper and gold- 
silver mines. Steadily increasing earn- 
ings indicated for near-term future. 75c 
quarterly dividend appears secure. 


35 8.6 Cor 





Inspiration Cons. Copper... 


International Nickel 


3.50E 225 





146 9.4 


International Silver . 


Kennecott Copper . 252.4 





E—Estimated. 

*—Latest indicated. 

a—Adijusted. 

b—Plus 20% in stock. 

c—In Canadian funds, less 15% non-residence tax. 








Works low-grade copper deposits in 
Arizona. 28% interest owned by Ana- 
conda. Current good earnings offset by 
long term downtrend in ore reserves and 
grade. 50c quarterly dividend indicated, 
with occasional extras. 

B2 Produces 75-85% of world’s nickel out- 
put; also important producer of other 
metals. Long term outlook favorable 
but competition increasing. 40c quarterly 


16 14.0 CZ 








dividend carries an occasional extra. _ 
World's largest silver manufacturer. 
Moderate lowering of earnings in pros- 
pect. Dividends are at the rate of $! 
quarterly, plus extras. 











4.00 


Largest domestic copper producer, with 
other interests. Has low operating costs. 
Earnings to be well maintained. $! 
quorterly dividend expected to continue. 


45 8.9 53) “GR? 





d—In U. S. funds, less 15% non-residence tax. 
e—Plus 10% in stock. 

f—9 months ended Sept. 30. 

h—Fiscal year ending March 31, 1947 and 1948. 





| 
| 
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services to increasing stockpiles and thereby stiff- 
ening prices is uncertain at the moment. So far as 
can be seen now, the prospect of inventory apprecia- 
tion this year is small. On the other hand, the threat 
of a precipitate drop in prices, with a correspond- 
ing inventory loss, seems remote, to say the least. 


The Copper Situation 


In copper, for example, supply and demand appear 
to have come almost into balance. Lead remains fairly 
tight, trade authorities say, reflecting failure to de- 
velop adequate new sources of supply as well as a 
continued abnormally strong demand. The statistical 
position of zinc is more satisfactory, but even in 
this metal, production has failed to measure up to 
earlier forecasts. Alminum supplies have been ample 
to meet an unexpectedly good fabricating demand. 

It is too early to estimate what effect the Marshall 
Plan may have on the non-ferrous metal industry. 
Judging by proposals for extending economic assist- 
ance to western Europe, it seems reasonable to think 
that a considerable quantity of copper and other 
metals, as well as steel and coal, may be required. 
Moreover, indications that Scandinavian nations to- 
gether with Belgium and Holland may be interested 


in strengthening their military forces suggest that 
use of strategic materials may expand in armament 
production. Washington authorities have intimated 
that the time may be approaching for building up 
copper and lead stockpiles to the minimum tonnages 
proposed by the Army-Navy Munition Board. Thus 
far, stockpiling apparently has been retarded by 
absence of excessive supplies. ° 

Despite termination of subsidies for high-cost 
mining operations, tending to curtail activities of 
marginal producers, copper output scored a sub- 
stantial pickup last year, possibly as much as 45 
per cent over 1946. There seems little prospect for 
any appreciable improvement this year, however, 
and this country apparently will need all the Latin 
American copper that can be produced and shipped 


here. 
Lead Output Below Demand 


As mentioned earlier, the supply-demand situa- 
tion in lead is farther from a balance than in copper. 
Production increased moderately last year, but de- 
mand grew at a more rapid pace because shortages 
had become more acute than in copper. So far as 
can be seen, output (Please turn to page 721) 











Net 
Current Inven- 
Assets* tories 
—($ Million)—_ 
5.6 1.9 


—Net Per Share— 
1946 1947 


“as 62 


Magma Copper 2.34 


| Miami Copper ......... Th en 2: ee 2) 10 
| Mueller Brass. “SS a2 22 4.20 
| 
|New Jersey Zinc. 2.80 
eos 
| Ohio Brass B 


| 


‘Phelps Dodge... . a 2.93 
| Ww 


| 


| 


| Revere Copper & Brass 
| X 





3.61 3.75 E 


Reynolds Metals ....... 


4.94 4.50E 


Rane Cable 


| 


47 3.3 h3.44a h3.50E | 





| St. Joseph Lead... “215 68 2.94 O35 
W 


| 
| 


I< = 


| Scovill Mfg. 


78.0 18.2 2.61 
1S. Sm., Ref. & Min... 22.9 
X 


123 1.62 





| 
| 
| 
| 
| 
| 
| 


| Vanadium Corp. of Am. 5.3 defl.23_ 





*—Latest indicated. 
a—Adjusted. 
b—Plus 20% in stock. 


| 
| 
E—Estimated. 
| 
c—In Canadian funds, less 15% non-residence tax. 








1.75 
1.50 


4.50 


4.20 


1.00 


1.00 


| Financial Data on Non-Ferrous Metal and Metal Fabricator Stocks (Continued) 


Div. 
1947 
1.00 





Invest- 
ment 
Rating _ COMMENTS 


C+2 Operates mining properties in Arizona. 
Sustained operations indicated. 25¢ 
quarterly dividend expected to continue. 


C+3 Marginal copper producer. Long term 
earnings restricted. Dividends this year 
should total last year's. 


Price- 
Div. Earnings 
Yield Ratio _ 
6.2 6.8 


Recent 
Price 


‘16 








15 11.6 3.5 





C+2 Copper and brass fabricator. Earnings 
record stable. Operations expected to 
hold up well. 30c quarterly dividend 
carries an occasional extra. 


Largest domestic zinc producer. Earn- 
ings stability to continue. Dividends at 
$3 annual rate, plus extras. 


C+2 Primarily a manufacturer of electrical 
equipment. Maintenance of capacity 
operations indicated. 75¢ quarterly 
dividend expected to continue. 


Second largest domestic copper pro- 
ducer. Present operations to continue 
favorably. This year's dividends may ex- 
ceed last year's. 


C+3 Produces semi-finished mill products; 
also finished consumer products. Mod- 
erately lower operations in sight. 25c 
quarterly dividend may be raised. 


Integrated aluminum producer, with 
other interests. Longer term outlook un- 
certain. $1 annual dividend will likely 
continue. 
Manufacturer of rods, wires, and cables. 
Outlook favorable. I5¢ quarterly divi- 
dend may be supplemented by further 
extras. 
Accounts for one-third of domestic lead 
output. Operations to be well main- 
tained. 75¢ quarterly dividend may re- 
ceive an extra. 
Well diversified metal fabricator. Con- 
tinuation of stable record indicated, 
with moderate boost from expansion 
program. 50c quarterly dividend ap-| 
pears secure. | 
C+3 Operates lead-zinc-silver-gold mines. 
Lower earnings indicated. Dividends 
this year expected to approximate last 
year's. 
Owns world’s largest vanadium deposits 
in Peru. Moderate earnings gain in 
sitht. Dividends recently resumed. 


17 8.8 4.0 





62 ¥3 14.6 B2 





37 8.1 6.2 





43 9.8 5.0 B2 





5.9 4.5 





20 5.0 44 C+3 





7.5 26 CHI 





4l 7.3 6.5 B2 


B2 





29 6.9 8.8 





44 6.8 8.6 





“15 50.0 C+I 








d—tIn U. S. funds, less 15% non-residence tax. 
e—Plus 10% in stock. | 
f—9 months ended Sept. 30. 
h—Fiscal year ending ‘March 31, 1947 and 1948. | 
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Another Look 
AT THE 


RUBBERS 


By GEORGE W. MATHIS 


ya executives in the tire and rubber 
industry are frankly admitting that over-all produc- 
tion in their special field will recede somewhat dur- 
ing the current year. Such predictions are not par- 
ticularly surprising, for students of the industry for 
many months past have realized that the record pace 
achieved last year would undoubtedly represent peak 
performance. 

From all of this it should not be expected that 
1948 production and sales are facing a very serious 
drop. To the contrary, aggregate volume of the rub- 
ber manufacturers should be far above average 
levels this year, perhaps even close to that of 1946, 
and much larger than in any pre-war year. With 
break-even points high and perhaps still trending 
upward, the main thing to consider is the possible 
effect upon earnings if sales are reduced even 
moderately. 


1947 A Peak Year 


The rubber industry accomplished an extraor- 
dinary feat in 1947 in catching up with the tremen- 
dous replacement demand for tires so soon after the 
termination of hostilities, while incidentally supply- 
ing tires for 5 million new cars and trucks, along 
with a mounting volume of others for agricultural 
and earth-moving equipment. In the process, total 
rubber consumption established an all time record 
of about 1.08 million tons and tire output rose to 
95.0 million units. Among other new high records 
set were $100 million tire sales to the farm equip- 
ment industry. 

To mention tires alone in discussing the rubber 
industry would be telling only a portion of the story, 
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for a wide range of manufactured rubber products 
such as overshoes, water bags, gloves, sheeting, in- 
dustrial belting and the like consume substantial 
amounts of rubber. Then again, practically all of 
the big rubber manufacturers have gone in for di- 
versification on a broad scale since VJ-Day and are 
now tapping markets for plastics, chemicals, foam 
rubber mattresses and even steel barrels. These con- 
structive steps tend to lessen reliance upon sales of 
products on which they were almost wholly depend- 
ent in prewar. 


Urgent Demand Filled 


The consensus of opinion in the rubber industry 
seems to be that rubber consumption during 1948 
will drop to around 870,000 tons or 13% under 1947, 
mainly due to filling of pipelines and a slackening 
in demand for replacement tires. Considering the 
exceptionally high base in using last year for com- 
parison, this in itself would certainly be nothing to 
arouse apprehension. It is estimated that the indus- 
try will produce 83 million tire casings this year, 
or more than in any year prior to 1947, practically 
all of which will need tubes also. With 37 million 
cars on the road this year and more coming, and 
with makers of tractors aiming at increased output, 
some leaders in the industry consider $2.5 billion as 
a fair guess for total sales in 1948. If correct, this 
would mean about 8% less than in 1947, and that 
was a record year. 

The splendid record of the rubber industry in 
postwar has of course been made possible by the 
spectacular introduction of synthetic rubber during 
war years, and because the reconversion problems 
of rubber manufacturers were negligible. Labor 
problems also were smoothed out with less interrup- 
tion than occurred in some other industries. Still to 
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be settled is the big question as to what will be done 
with the huge Government owned synthetic rubber 
plants and this may soon be determined by Con- 
gress. On the plea of military considerations, Wash- 
ington apparently would like to exercise control 
over the rubber industry for some years to come, 
allocating amounts of both natural and synthetic 
rubber to be used in all forms of production in this 
field. The industry is now fighting hard to restrict 
the controls to usage of the synthetic material alone 
and only for certain purposes at that. 


Synthetic Rubber to Stay 


Based upon experience to date, synthetic rubber 
is excellent for certain products, but its wearing 
qualities are poorer than those of natural rubber 
when used in tires, and there is always the ques- 
tion of price differentials. What happens in this 
controversy over Federal controls obviously will 
affect the operations of the industry to some extent, 
one way or another, but at this stage it is difficult 
to make appraisals. One of the most significent 
developments of last year was that voluntary con- 
sumption of American-made rubber exceeded all 
earlier estimates, reaching 50% of both kinds rather 
than the minimum of 33-1/3% synthetic required. 

Looking ahead, potentials for the rubber industry 
have been immeasurably enhanced by well-assured 
quantities of synthetic rubber, for its total prewar 
dependence upon foreign sources for raw material 
entailed a considerable price handicap as well as a 
substantial price risk that often led to sharp losses. 
It is logical to assume that the rubber industry has 
a permanent new source of profits from the produc- 





tion of Buna, whether they continue to operate the 
Government plants or eventually acquire them. Be- 
cause of intensive research, it is quite possible that 
the quality of synthetic rubber may be improved 
enough to fully offset the present advantages of nat- 
ural rubber. Indeed, there are signs that this devel- 
opment may be close at hand. 

In studying the outlook for the current year, con- 
siderable weight is being attached to the general 
downtrend in net earnings last year in the face of 
record sales. While profit margins of most other 
industries tended to narrow in 1947, larger volume 
usually permitted net earnings to rise. With few 
exceptions, though, the rubber manufacturers ended 
the year with lower though still highly satisfactory 
profits. Despite a 10% price boost in the fall, wage 
and material cost crept up to reduce earnings of 
most of the concerns. A moderate decline in sales 
this year of course may accentuate this trend and 
due allowance should be accorded to this factor. On 
the brighter side of the picture is the fact that tire 
prices were lifted another 5% early this year and 
may be lifted again in coming months. 


Curtailing Production 


Now that supply and demand are well balanced, 
some concerns have already started to curtail pro- 
duction, Goodyear Tire spearheading the trend by 
announcing a 30% tonnage cut. Others are likely to 
follow. Then, too, prices for natural rubber have 
displayed softness of late and if this trend acceler- 
ates, it may tend to reduce manufacturing costs. 
Another constructive factor is that sales to the auto- 
motive industry not only (Please turn to page 722) 








Statistical Position of Leading Tire and Rubber Manufacturers 





Net 
| Current —_Inven- 
Assets* _ tories 


—($ Million) — 
. $6.3 $4.5 


—Net Per Share— 
1946 1947 








Dayton Rubber . 


145.6 123.0 





Firestone Tire & Rubber. 1321 13.46 
X 





| 
| General Tire & Rubber 21.0 21.5 9.05 
| 





889176918. 


iGoedich 18. F.___ 130.7 
x 





| 243.0 149.3 


| 
| 


Goodyear Tire & Rubber... 
X 





Lee Rubber & Tire 6.3 





| Norwalk Tire & Rubber 





Seiberling Rubber . ~ 3.00 7 58 





RO RU GDOh oer oa PORE 121.3 10.23 
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Div. 
1947 


$443 $3.80E $1.20 $13 


4.00 45 
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Price- Invest- 
Div. Earnings ment 
Yield Ratio Rating 


9.2% 34 


Recent 


Price COMMENTS 








C+3 Diversified output a favorable factor. 
Earnings may dip but during 1948 should 
prove ample to warrant dividend sta- 
bility. 





8.9 Replacement sales of tires in downtrend, 
but still substantial. Numerous other 
products in strong demand. Conserva- 
tive dividend secure. 


3303 





Long established trade position points 
to continued good profits, though pos- 
sible lower. Wide margin of earnings 
protects dividend. 


One of the big four, with good business 
outlook, though peak earnings may have 
passed. No change in dividend ex- 
pected. 








Increasing competition may lower earn- 
ings somewhat but current year should 
prove satisfactory on the whole. Stable 
dividend indicated. 





Well managed smaller concern catering 
to fleet markets and tire replacement 
dealers. Dividends likely to hold at cur- 
ren? rate. 





Reduced demand for tire replacements 
causing some curtailment of production 
and smaller earnings, but modest divi- 
dend may be safe. 





4.00 40 


Strike troubles last year and price reduc- 
tions cut into earnings, occasioning divi- 
dend lapse. Improvement possible but 
dividend outlook clouded. 





1948 earnings likely to develop down- 
trend, but should remain well above 
average. No variation in dividend poli- 
cies anticipated. 








(a)—Plus 5% in stock. 


*—Latest indicated. 





E—Estimated. 
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Financial Survey of Specialty and Unclassified Stocks 





—Net Per Share— 


1946 


1947 


Price- 


Div. Price Range Recent Div. 
1947 1947-48 — Price 


Invest- 
Earnings ment 


Yield Ratio Rating 


COMMENTS 





Abbott Laboratories ........... 
WwW 


$5.79 


$6.00 E 


$3.25 


87'/2-66'/, $68 48% 11.4 


Al 


Prominent producer of ethical drugs. Well estab- 





lished lines and new products have good growth 
potentials. 50c quarterly dividend plus occa- 





American Bank Note 


2.00 31-1834 19 10.5 7.5 


| 
sional extras indicated. | 


Leading engraver and printer of corporate) 
securities, paper currency, and foreign postage} 
stamps. Substantial business on hand should| 
improve earnings. Other extras to 40c quarterly | 
may be paid. 





American Can 


3.00 99 -75\/, 79 3.8 10.2 


A2 


Produces almost half of domestic metal con- 
tainers; also containers for frozen foods, etc. 
Near term and long term prospects above aver- | 
age. 75c quarterly dividend may be raised. 





American Chain & Cable 


2.79 


3.50 E 


1.40 281/4-183/ 19 7.4 5.4 


CA:2 


Largest manufacturer of chains, cables, and 
wire rope. Earnings should continue to be well 
sustained. 35c quarterly dividend appears se- 
cure. May be raised. | 





American Chicle . 
WwW 


2.43 


4.00 


2.33a0 56 -43a 45 <4 11.2 


A+2 


Enjoys strong position in chewing gum industry. 
Continuation of good earnings record indicated. 
High quality stock pays 50c quarterly, plus 
occasional extras. 





American Home Prod........... 


2.46 


1.72 


1.20 34'/g-20%/ 21 Hy f 12.2 


A 


Leading manufacturer of pharmaceutical, nutri-| 
tional, and vitamin products. Earnings to be 
well maintained, with moderate improvement. 
10c monthly dividend expected to continue. 





American Ice 


1.02 


1.02 


50 10'/%4- 6 6 8.3 57 


C2 


Second largest distributor of manufactured ice. | 
Longer term prospects generally unfavorable. | 
Dividend distributions uncertain. | 





American News 


5.02 


4.57 


2.32 391/4-28!/2 32 7.3 7.0 





American Safety Razor......... 
Ww 


2.42 


1.00 E 


B2 


Largest distributor of magazines and news- 

papers. Profit margins narrowing but prospects | 
favorable. 25¢ bi-monthly dividend will prob-| 
ably receive further extras. | 





1.25 16%-9% 10 125 10.0 





American Ship Building... 





Archer-Daniels-Midland . 


2.77g g3.00E 


Second largest manufacturer of razors and 
blades. New lines to broaden and improve} 
earnings base. 25c quarterly dividend barely 
covered but may continue to be paid. | 





3.00 42!/2-34 40 1.5 13.4 


Ca 


Largest unit in ship repair and construction in 
Great Lakes area. Greater activity should result 
in increasing earnings. Dividends this year will| 
again probably total $3. 





1.25 391/- 28! 30 4.2 3.1 





Bristol Myers 


1.90 37-29 29 6.6 10.9 


B3 


Important processor of vegetable oils; also en- 
gaged in flour milling and grain storage oper- 
ations. Soybean oil has good growth potentials. 
25c quarterly dividend will probably receive 
further extras. 





A2 


Producer of Ipana, Sal Hepatica, Vitalis and 
other proprietary drugs. Earnings outlook favor- 
able and should be well maintained. Continu- | 
ation of 40c quarterly dividend expected. 





Bush Terminal 


58 


1.22 


35 10 -6 7 5.0 Sf 





Canada Dry 


134 


60 17!/- 1254 14 4.3 10.6 





Catalin Corp. of America 


BO 


Cl 


Conducts terminal and warehouse business. | 
Earnings improving. Outlook moderately favor- 
able. Last year's 35c dividend may be increased. 





B2 


Sells in UP S., Canada, and Cuba. Good de- 
mand and large plant expansion provide favor- 
able long-term prospects. !5c quarterly divi-| 
dend may eventually be raised. 





Cc 


: 
Leading producer of cast sisaeihe resins. Im-| 

provement in earnings expected. Longer term| 
prospects moderately favorable. Dividends to| 
be irregular. 





laa SRO oo 
X 


1.27 


2.03 


2.00 48!/2-36!/, 40 5.0 





Colt’s Mfg. . 


def 3.83 


1.09 f 


1.75 365-25 32 5.4 





Commercial Credit ... 





Leading factor in instalment accounts. High! 
earnings in prospect for next few years. Increas- | 
ing protection for $2 dividend indicated. 





Manufacturer of automatic firearms, machine | 
guns, and dishwashing machines. Plant rehabili- | 
tation program offers promising longer-term | 
prospects. Dividends may continue at annual 
$1.75 rate. 





2.00 48!/2-36 40 5.0 10.4 


Engaged in financing, i insurance, and manufac- | 

turing activities. Earnings in steady upward 
trend; longer term prospects favorable. $2 divi- | 
dend appears secure. 





E—Estimated. 
(a)—Adijusted. 





(b)—Plus 10% in stock. 
(e)—I1 months ended Sept. 30. 
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Financial Survey of Specialty and Unclassified Stocks (Continued) 





Div. 
1947 


—Net Per Share— 
1946 1947 


Price Range Recent 
1947-48 Price 


Price- 


Div. Earnings 
Yield Ratio 


Invest- 


ment 


Rating 


COMMENTS 





Diamond Match oo 
Ww 


$2.32 $2.63 E $2.00 


47 -35'/, $37 


5.4% 


14.0 


A2 


Largest manufacturer of matches, with other | 
diversified interests. Continuation of good earn- 
ings appears probable for next few years. Divi- 
dends liberal. 





Dresser Industries 0... 


714 3.85 nil 


23-14 


Manufactures various products used by the 
petroleum industry. Demand unprecedented. 
Growth prospects favorable. Dividends recently 
resumed. 





Froedtert Grain & Malf........... 


1.18 1.41 65 


22 -10 


Large producer of malt made from barley. De- 
mand heavy. Sales to show good gains, with 
indicated higher net income. Other extras to 
12! quarterly dividend possible. 





Gar Wood Industries............. 


def!.94 defl.70e nil 


97,- 4%, 6 


cl 


Produces diversified line of products: hoists, 
winches, cranes, and road machinery. Profitable 
operations appear likely this year. Dividends 
may be resumed. 





Gillette Safety Razor............. 
Ww 


36!/2-23/g 29 8.2 


5.7 


Dominant manufacturer of safety razors and 
blades. Foreign business accounts for one-fourth 
of net income. Recently acquired Toni Company 
is expected to add about $2.50 a share to earn- 
ings. Outlook favorable but dividends may be 
conservative. | 





Greyhound 
X 


1.70 E 83a 


21%4- 9a 8.3 


5.9 


Furnishes intercity bus service to 44 states. Ac- 
quisition of 1,000 buses should improve earnings. 
Protection for 25¢ quarterly dividend appears 
adequate. 





Ramibert Goi. oS 


4.52 1.52 


44 -20% 22 11.4 


14.4 


Produces Listerine and wide line of allied prod- 
ucts. Improvement in earnings expected. Divi- 
dends will probably continue at the reduced 
37'/2¢ quarterly rate. 





Life Savers 


2.82 4.00 E 


4054-291, 33 8.5 


8.2 


A2 








Company is continuing its excellent record of | 
steady growth; has been highly resistant to de-| 
pression influences. High quality stock pays | 
good-sized year-end extra to regular 40c quar- | 
terly dividend. | 





Nopco Chemical .............. 





Rexall Drug 





Savage Arms .. 


Simmons ............ 





SDCiy gees 


Sterling Drug ..... 
Ww 





Vick Chemical ........... 
Ww 


Walgreen .............. 








Wrigley 
W 





E—Estimated. 
(a)—Adjusted. 





PY 


1.00 


3.65 2.50 E 1.50 


sa 3.25E 2.00 


4.92 6.83 E 


2.74 3.06 1.50 


1.85 


2.12b 


53!/4-30 30 6.0 


1134- 5V> 6 6.2 


I HY. Vy 9 


17.2 


Manufactures chemical products for industrial | 
purposes. Improvement in earnings expected. | 
Stock pays 40c quarterly, plus year-end extra. | 





C+1 


Manufacturer and distributor of wide line of| 
products. Recent acquisitions have strengthened | 
position. Longer term prospects favorable. Divi-| 
dends will probably continue. 





5.7 


C2 


Leading manufacturer of small arms. Peacetime | 
record unimpressive but prospects for this year | 
are favorable. Good cash position indicates | 
liberal dividends. 





4.0 


B2 


Well established manufacturer of bedding| 
equipment. Demand continuing strong. Future} 
outlook favorable. Dividend recently increased | 
to $1 quarterly. 





49 -33 6.0 


11.8 


249p-16, 18 


23 


367%- 29% 31 6.0 


9.2 


10.2 


Attaining increasingly wider diversification. 
Backlog of orders large. Growth prospects dis- | 
tinctly promising. Further expansion needs may | 
compel conservative dividend policy. 





A2 


Leading manufacturer of household remedies 
and proprietary products. Well maintained) 
earnings indicated. Acquisitions improve long} 
term prospects. 50c quarterly dividend will} 
probably continue. 





2.6 


C2 


B2 


Subsidized operator of ships on Atlantic and | 
Pacific ports. Current earnings good but longer | 
term prospects uncertain. Recently increased | 
62\/2¢ quarterly dividend will probably “| 
maintained. 





Has attained dominant position in cold remedy 
field through Vick's Vaporub. Also produces 
ethical drugs and vitamins. Stable earnings 
expected to continue, with moderate long term 
upward trend. 30c quarterly dividend receives 
occasional extras. 





Second largest operator of retail drug stores. 
Expansions expected to further improve com- 
pany’s good record. Other year-end extras may 
supplement 40c quarterly dividend. 





70!/g-6054 63 4.7 


14.8 


A2 


Largest producer of chewing gum. Continuation 
of stable earnings for the next few years appears | 
likely. Good quality stock pays 25¢ quarterly 
dividend, plus extras. 





(f)—40 weeks ended Oct. 31. 
(g)—Fiscal years ending in June 30, 1947 and 1948. 
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PROFIT 


INCOME 


Making Line 


As this is written, the Dow in- 
dustrial average has been resting 
quietly for over four weeks within 
a trading range representing less 
than 2% fluctuation from low to 
high in the closing price level. 
This is what technical observers 
call “making a line,” or “working 
into a corner.” Market stalemates 
so extreme as this never last very 
long. In such situations it is com- 
monly said that the direction of 
the break-out probably will in- 
dicate the trend for a considerable 
period of time. That may be; but a 
downside break-out would start a 
new leg of the bear market, since 
the .“‘line” has been made very 
close to the old low, while an up- 
side move would not necessarily 
imply anything more than another 
trading rally. One of the oldest 
speculative rules, as the market 
works into a corner, is to let its 
own action tell the story, mean- 


while keeping an open mind. In the 
face of rising war fears and weak- 
ening tendencies in business, this 
column would be amazed to see a 
really good rise in stock prices. It 
would not be particularly sur- 
prised to see new lows sooner or 
later. Thus violating the old rule, 
its mind is somewhat less. than 
open. 


Margin Rules 


Stocks cannot be bought on 
margin at less than a 75% cash 
basis. If stocks in such an account 
decline, the customer heretofore 
has either had to put up more cash 
if he wished to retain full freedom 
of action or see the account frozen. 
The Federal Reserve Board has 
now liberalized the rule so that a 
customer with an under-margined 
account may switch from a stock 
he no longer likes to another of 
equal price or lower price. The 
substitution must not additionally 


















































INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1947 1946 
American Sugar Refining................................ Year Dec. 31 $15.84 $3.60 
Apex Giecicis alg,.......< es Year Dec. 31 5.20 1.17 
Art Metal Construction Year Dec. 31 9.09 5.67 
Gruman Aircraft Engineering.......................... . Year Dec. 31 4.58 66 
Hinde & Dauch Paper. Year Dec. 31 5.06 3.67 
International Salt Year Dec. 31 6.77 , 4.95 
Pacific Public Service Year Dec. 31 2.43 1.91 
Sharpe & Dohme... Year Dec. 31 3.14 2.83 
Skelly Oil Year Dec. 31 21.49 10.30 
Texas Co. Year Dec. 31 7.90 6.32 
——— 
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under-margin the account. This is 
a desirable change, on principle; 
although it may benefit brokers 
more than customers. Especially 
when the market is dull and 
brokers are in the red, they are 
under pressure to generate com- 
missions by digging around for 
switches which can be “sold” to 
the customers. This column is not 
opposed to switching, as such. 
Often it is intelligent and bene- 
ficial; but it is a thing to be 
handled with care. In a buy or sale 
there is one stock on which you 
could be wrong. In a switch there 
are two. What often happens is 
that the customer switches—or is 
induced to switch—out of a stock 
after it already has had a large 
decline, and into a “better-acting” 
stock which has become recog- 
nizably so because it has already 
had an advance. It can amount to 
selling low and buying high—a 
tendency to be guarded against. 


War Babies 


With mounting talk of the pos- 
sibility of war, some tenative 
thought is already being given by 
all professional analysts to revise 
concepts of market selectivity. 
War probably would involve a 
general market decline, but 
certainly would involve a decisive 
reshuffling of individual stock 
values. If we go by the pattern of 
the recent past, assuming reenact- 
ment of the same excess profits 
tax, it is easy enough to say that 
the stocks which should benefit 
most—or get hurt less — are 
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armament issues (such as aircraft 
and ship building), heavy indus- 
try issues (for example, steel and 
rail equipment), and the rails. But 
there are many imponderables 
which make any such figuring 
risky. We do not know whether 
the excess profits tax would be the 
same. It might be stiffer in gen- 
eral, and apply with considerable 
difference in detail. And we do not 
know whether war would be an 
atom-bomb affair, or worse, 
terribly destructive but quickly 
over; or a protracted thing. This 
column shrinks from easy talk of 
“beneficiaries.” There are limits 
to how many wars a free-enter- 
prise society can stand, and re- 
main one. 


Taxes 


Only about 30% of the tax cut 
of $4.7 billion provided in the 
Senate bill goes to those with in- 
come over $5,000, although they 
pay over half of total Federal in- 
come tax. However, thanks mainly 
to the Community-Property pro- 
vision, the reduction for people in 
the middle and upper brackets is 
of very real importance. Accord- 
ing to the published tables, for a 
married man with two dependents, 
the saving would be about 31% at 
the $15,000 level of income, 35% 
for the $25,000 a year man, 31% 
for $50,000 of income and 27% at 
the $100,000 level. In these brac- 
kets the saving in dollars, as com- 
pared with the present tax law, 
range from $1,126 to $16,658 a 
year. This makes dividend income 
worth substantially more on a net 
basis. Other things being equal, 
it might stimulate the market 
materially—but other things are 
not equal. The well-to-do will not 
buy stocks just because they have 
more disposable income. Like the 
rest of us, they are now doing 
some wondering or worrying over 
the outlook. And should it come to 
war, this tax cut will go with the 
wind. 


Movies 


The U. S. movie industry has 
won something in the new four- 
year deal with Britain, ending the 
confiscatory 75% tax on films 
brought in from us; but it falls 
far short of restoring the former 
profit situation. The companies 
may convert $17 million a year of 
their profits, in England, into dol- 
lars, plus an additional sum equal 
to the earnings of British films 
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shown in the U. S. Estimates on 
the latter potential range from $5 
to $10 million a year. The total of 
$22-$27 million, compares with 
around $68 million a year in 
profits from Britain in 1946-1947. 
However, there are a number of 
ways in which the non-convertible 
earnings can be beneficially used. 
One is in the making of films in 
England, for display there and 
here. Probably this could be done 
more cheaply than it can in Holly- 
wood; and thus would tie in with 
the industry’s enforced economy 
drive. There is a good chance that 
the movie stocks have seen their 
worst. 


Yields 


In the case of those who feel 
compelled to put idle cash into 
work and who want large yields, 
there is no lack of outlets. On the 
basis of the dividends paid last 
year, current yields ranging from 
about 10% to 13% are available 
on such sound, medium-quality 
stocks as Best & Co., Colgate- 
Palmolive-Peet, Container Corp., 
Goodall - Sanford, International 
Silver and National Distillers. 
Despite the above-average quality 
of these stocks, it has to be said 
that the yields appear “fright- 
enly” large.. But it is this column’s 
opinion that, taking the list as a 
whole, any reduction in 1947 rates 
of payment in some cases very 
likely would leave the average 
yield at current prices above 8%. 


More Conservative 


On the basis of current indi- 
cated annual dividends, yields of 
6% to 7% are available on a con- 
siderable number of better-grade 
stocks which have paid unbroken 
dividends for many years. Selec- 
tions which have uncommon ap- 
peal on a straight income basis are 


Beneficial Industrial Loan, Chesa- 
peake & Ohio, Commercial Credit, 
Continental Oil, Household 
Finance, International Shoe, 
Libbey-Owens-Ford Glass, May 
Department Stores, Norfolk & 
Western, J. C. Penney, Standard 
Oil of California, Union Pacific 
and Walgreen. This column sees 
little or no risk of 1948 dividend 
cuts in this group. In some cases it 
would take war and EPT to affect 
present dividend rates, in others it 
would take a really serious de- 
pression. 


Locomotives 


The old-line locomotive makers 
—American Locomotive, Baldwin 
and Lima-Hamilton—fared best 
when the steam locomotive was 
king, and the three of them 
divided the business. True, they 
all also make Diesels now; but so 
does General Motors and Fair- 
banks—Morse. And in the trend 
to Diesels it was General Motors 
that set the pace. The profits are 
not what they used to be on steam 
locomotives. For instances, sales 
of American Locomotive in 1947 
were $110 million, slightly larger 
than in 1946, excluding the 
Canadian subsidiary; but earn- 
ings fell to $1.70 a share from 
$3.04 in 1946. Of the company’s 
unfilled orders for locomotives, 
92% were for Diesels. 


The drug and proprietary- pro- 
duct stocks look pretty well de- 
flated at present prices. Those 
liked best by this column are 
Abbott Laboratories, Merck and 
Sterling Drug. However, we would 
avoid over-bearishness from here 
on on such issues as American 
Home Products, Bristol-Myers, 
Parke-Davis and Pfizer. 

(Continued on page 726) 


























{ 

DECLINES SHOWN IN RECENT EARNINGS REPORTS | 

1947 1946 | 
Baldwin Locomotive Works Year Dec. 31 $1.33 $2.63 
Brewing Corp. of America Dec. 31 quarter 1.36 3.89 
Conde Nast Publications Year Dec. 31 2.59 3.50 
Empire District Electric Year Dec. 31 2.03 2.38 
General Foods ........... Year Dec. 31 3.19 3.79 
McLellan Stores ......... Year Jan. 31 3.62 4.00 
Mead Johnson ......... Year Dec. 31 1.61 1.81 
National Transit ..... Year Dec. 31 .28 -69 
Spencer Kellogg .......... 24 wks. Feb. 14 2.83 4.29 
Symington-Gould ........ Year Dec. 31 15 31 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing.conditions : 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does rot enclose stamped, self-addressed 


envelope. 


4. No. inquiry will be answered which is mailed in our postpaid reply 


envelope 


5. Special rates upon request for those requiring additional service. 





Lehman Corp. 


Please report net asset value per 
share of Lehman Corp. and percentage 
of investments in various important 
security groups. 

T. J., Philadelphia, Pa. 


The net asset value of the capi- 
tal stock of the Lehman Corp. in- 
creased to $49.03 per share as of 
December 31st, 1947, from $47.53 
on June 30, 1947. Net ordinary 
income for the first six months 
of the company’s fiscal year was 
$2,105,584 the largest for any 
comparable period in the com- 
pany’s history; in the correspond- 
ing period of the previous fis- 
cal year, net ordinary income was 
$1,837,797 the increase being due 
chiefly to an increase in cash divi- 
dends received. As of December 
31, 1947, 75.9% of the company’s 
net assets of $95,637,730 were in- 
vested in common stocks, with net 
cash, receivables and U.S. Govern- 
ment obligations 14.4%, prefer- 
red stocks 5.2%, bonds 2.8% and 
miscellaneous investments and ad- 
vances 1.7%. Cash and receiva- 
bles, less liabilities and U.S. Gov- 
ernment obligations, amounted to 
$13,773,207 as of December 31, 
1947, as compared with $12,296,- 
408 three months earlier. The 
company’s largest investment is 
in the oil industry with a total 
market value of holdings at De- 
cember 31, 1947 of $22,868,343. 
The largest item in the portfolio is 
40,000 shares of Amerada Petro- 
leum Corp., valued at $4,160,000. 
Recent security additions were 
the purchase of 2,000 shares of 
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Skelly Oil Co., common stock 
which brought holdings to 11,600 
shares; 3,000 additional Standard 
Oil of Ohio shares brought hold- 
ings to 18,000, 2,400 Texas Co. 
shares brought holdings to 14,400 
and 1,000 Texas Pacific Coal & 
Oil common which brought hold- 
ings to 21,000 shares. The pur- 
chase of 30,000 shares of Niagara 
Hudson Power Co. brought hold- 
ings to 80,000 shares, and 10,000 
additional shares of North Ameri- 
can Co. brought holdings to 35,- 
000 shares. Other purchases and 
sales were scattered in various in- 
dustries. Net realized profit on 
securities sold during the six 
months period was $1,328,801. 
Net unrealized appreciation on 
December 31, 1947 amounted to 
$28,259,974. Dividend payments 
in 1947 totaled $4.55 per share. 
Of which amount, $1.54 was from 
ordinary income and $3.01 from 
profits on investments. 


Freeport Sulphur Company 
Please report recent earnings and 

dividends of Freeport Sulphur Co. 
C. D., San Diego, Calif. 
Net earnings of Freeport Sul- 
phur Co. for the fiscal year ended 
December 31, 1947 amounted to 
$3,110,710.00 after all charges, 
including depreciation, depletion, 
taxes and special reserves, equal 
to $3.89 a share on the 800,000 
shares of common stock. These 
earnings compare with $3,753,- 
316, or $4.69 a share, for 1946. 
The 1947 earnings include non- 
recurring income of $421,244.00 


THE 


representing profit on the partial 
liquidation of Cuban Mining Co. 
after transfer of $200,000.00 to 
reserve for contingencies to cover 
prospecting, research and devel- 
opment. The 1946 earnings in- 
cluded $385,625.00 representing 
earnings, including profit on liq- 
uidation, of Cuban - American 
Maganese Corp., after transfer 
of $500,000 to reserve for con- 
tingencies to cover prospecting, 
research and development. 

As of December 31, 1947, Free- 
port Sulphur’s current assets 
amounted to $26,894,561, of 
which $18,035,534 was cash and 
government bonds, and current 
liabilities amounted to $4,957,- 
727. As of December 31, 1946, 
current assets amounted to $23,- 
162,636, of which $20,481,794 
was cash and Government bonds, 
and current liabilities amounted 
to $4,723,379. Dividend payments 
in 1947 totalled $2.50 a share. 
The company has recently de- 
clared its 85th consecutive quar- 
terly payment. Latest was 6214¢ 
a share payable March 1, 1948, to 
stockholders of record February 
16th. 


General Baking Co. 


Please furnish sales volume and 
profits of General Baking Co. ; 
A. T., Saginaw, Mich. 


Dollar sales volume and loaves 
sold by General Baking Co. dur- 
ing 1947 were the highest in the 
history of the company. Total 
sales of $103,439,444 represented 
an increase of $24,450,00 or 31% 
over the previous year. Net prof- 
it, after provision for Federal in- 
come taxes, for the year ended 
December 27, 1947 was $2,740,- 
284, compared with $3,964,625 
for 1946. This was equal to $1.31 
per share of common stock out- 
standing, after preferred divi- 
dends, compared with $2.09 the 
previous year. Dividends paid 
during 1947 were 60 cents a share 
on the common. In addition, a 15 
cent dividend was paid February, 
1948. 
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Keeping Alreast of Industrial 


¢ and Company News ° 





Western Union Telegraph Company has sold its 
home office building in New York City for $12,500,- 
000. Proceeds will be used to expand company’s 
mechanization program and for debt retirement. 
Company will occupy the building on a long term 
lease. 

According to L. F. Livingston of E. I du Pont de 
Nemours & Co., the U. S. will be saved untold mil- 
lions of dollars and huge stores of vital resources 
this year by production of more than 16,000 freight 
car loads of plastics. Savings will be made by sub- 
stituting plastics for other materials. 

Jack Frye, president of General Aniline and Film 
Corporation, has announced that the Ansco division 
will spend more than $2,000,000 in the first stage 
of an expansion program to meet the unprecedented 
demand for photographic film. He reported that 
shortage of film was due to insufficient manufac- 
turing facilities. 

H. M. McAdoo, president of the United States 
Leather Company, forecasts a reduction of more 
than a dollar in the retail prices of shoes. He bases 
his figure on trade estimates, indicating that the 
price slash would stimulate sales later this year. 


Kennecott Copper Corporation is planning con- 
struction of a refinery in Utah, reports E. T. Stan- 
nard, president. Reason given was the heavy in- 
creases in freight rates and a constantly growing 
demand for copper in the Middle West. Work is 
slated to start late this year. 


Texas Eastern Transmission Corporation has filed 
an application to build a $152,000,000 pipeline to 
bring 386,000,000 cubic feet of natural gas daily into 
the New York area. This is believed to be enough 
to pre: all demands in the eastern seaboard region 
in § 


Chrysler Corp. has acquired a patent for a new 
V-type windshield in which there is no vision- 
obstructing “A” post in the middle. The windshield 
glass itself is made to carry the weight of the for- 
ward edge of the roof, with certain other adjust- 
ments. 


According to American Telephone and Telegraph 
Company, more than 40% of American farms now 
have telephone service. This is the highest percent- 
age in history and compares with only 32% two 
years ago. Total telephones in rural areas presently 
number more than 2,000,000. 


B. F. Goodrich Company announces that after sev- 
eral years onan experimental basis, electronic vul- 
canization of rubber has been adopted as standard 
production procedure for certain types of extruded 
products. The new method saves considerable time. 


Pennsylvania Salt Manufacturing Company is pro- 
ducing a new type technical grade DDT which offers 
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substantial economies to manufacturers of DDT ag- 
ricultural and household dusts. The new product will 
be marketed under the trade name “Pentech.” 

Maytag Company is preparing to erect a $5,000,- 
000 plant in Iowa for the production of a new auto- 
matic electric washer, reports Fred Maytag 2d, pres- 
ident. He states that while experimental work on the 
new model has been completed, production is not 
expected to begin for 12 months. 


Standard Oil Co. of California has announced plans 
for the construction of a new refinery near Salt 
Lake City. A new pipe line will also be built. Present 
plans call for placing the refinery in operation as 
soon as the first deliveries of crude oil are made. 

General Electric Co. has developed an electronic 
instrument which looks like a pistol but which de- 
tects holes in the target instead of making them. 
The device records minute leaks in tanks, boilers, 
pipes, and other closed pressure systems, Vapor 
leakages as small as 10 parts per million parts’ of 
air can be detected. 

Westinghouse Electric Corporation is building a 
new revolutionary type of main line railroad loco- 
motive powered with a gas turbine electric drive. 
The locomotive will incorporate much of the know!- 
edge gained by the company in designing and build- 
ing jet propulsion power plants for high speed air- 
craft. 

American Locomotive Company is solving one of 
the most important problems in railroad power by 
manufacturing interchangeable parts for diesel-elec- 
tric locomotives. Repair parts are being mass-pro- 
duced by the company in record quantities. This 
results in tremendous savings in both time and 
money. 


After being ‘on order’ for nearly three years, 
the first units of new light weight, streamlined pas- 
senger cars are being delivered by the manufac- 
turers to the Missouri Pacific Lines. The entire order 
is expected to be received and placed in service by 
the latter part of the year. 

S. P. Skouras, president of Twentieth Century- 
Fox Film Corp., states that the company’s profits 
for the second quarter of the current year would be 
better than those of the first quarter when the high 
negative cost of pictures was written off. Pictures 
released now cost substantially less than those pro- 
duced a year ago. 


J. S. Coleman, president of Burroughs Adding 
Machine Co., reports that the company planned to 
increase its 1948 production 58% over 1947. This 
is a continuation of the largest expansion program 
in the company’s history. Plans have been com- 
pleted for the introduction of new and improved 
machines. 
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While there have been additional cracks in the business 
structure, other factors have come to the fore that are apt to 
render appraisal of coming trends rather more difficult. The 
turn towards buyers’ markets 
has become more pro- 
nounced particularly in soft 
goods lines, heretofore quite 
M. W. S. INDEX firm. Should Easter business 

be disappointing, a shake- 
— out is frankly expected and 

many manufacturers are get- 
. ting uneasy, for pre-Easter 
business indications are not 
encouraging. The early holi- 
J day means that sales ought 
to be establishing much bet- 
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store sales increased only 
four per cent. 

The weather is only partly 
responsible for this slowness, 
hence there is thickening 
gloom in the retail field find- 
ing expression in mounting 
caution regarding future 
commitments such as spring 
and summer goods. But real 
pressure to bring down prices 
may not start until fall oper- 
ations begin in May and 
June. It points to a strong 
revival of last year's battle 
between retailers and manu- 
facturers, with wholesalers 
actively joining the fray. 
Wholesale markets are al- 
ready beginning to reflect 
this growing pressure. In 
short, retail sales over the 
next two weeks will tell a 
critical story. Should things 
go sour, it will backfire right 
through to the manufacturer. 

By way of contrast, the 
heavy goods lines continue 
to roll along at a good clip, 
but a turn may be in the 
NJ offing. This is being sensed 
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rather than evidenced by concrete facts and figures so far 
coming to hand. What creates caution is increasing inclination 
in industry quarters to shelve or postpone expansion plans, 
either because of excessive costs or doubt that the output of 
expanded facilities will find ready markets under prospective 
business conditions. Backlogs in some equipment lines have 
been shrinking alarmingly and local cut-backs of operations 
have been numerous. This is true only in certain railway, con- 
struction and gas station equipment lines, but even in the auto- 
motive field, generally regarded the soundest of all. 

There have been layoffs, too, fairly numerous but not yet 
serious in any way. Some are strictly seasonal, others constitute 
economy measures, but still others reflect cuts in production 
such as in the tire and rubber field. As an indication of what to 
expect, the employment trend deserves attention. 

It is the big backlogs that formed the backbone of the sellers’ 
market in spite of any consumer resistance that may have been 
developing. Consumer objection to high prices plus evapora- 
tion of backlogs forcefully spells a return to a buyers’ market 
and price adjustment. 

In wide areas of the economy, the price tussle has just begun, 
or is merely in the preliminary skirmish stage. But the trend is 
spreading. Take steel, only a short while ago thought impervi- 
ous to price softening in view of enormous demand. Even here, 
the gray market has been softening and diminishing, though 
steel demand continues all-out and pressing. It seems that 
buyers are not scrambling for supplies the way they used to do. 
Evidently they sense a turn, and act accordingly. Besides, steel 
output is again at a postwar high. Barring interruption, it wil 
continue so. But interruption threatens, as coal output is severely 
reduced by walk-outs of the United Mine Workers; the effect 
will be felt in about ten days, barring prior strike settlement. 


Strikes and Foreign Policy 


Strikes, seemingly mounting as the third round wage battle 
gets under way, is one factor complicating the business outlook, 
since it is difficult to estimate the scope and severity of their 
impact. If serious enough and widening, they may threaten new 
shortages, thus interrupt the process of price adjustment. 

Another factor that may importantly affect the outlook is the 
very real prospect of sharply higher defense expenditures in 
the wake of new foreign policy announcements. It is too early 
to say, as this is written, how potent this factor may become but 
it may well provide an important offset to any recessionary 
trend that may accompany price adjustment. It may even tend 
to halt the latter, in basic lines, especially if coupled with revival 
of exports under the European Recovery Plan. 

This possibility, to be true far from assured, introduces a new 
element into a picture increasingly shot through with precau- 
tionary notes all along the line. Its weight will determine its 
impact, and we may know more about it sooner than we think. 
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MONEY AND CREDIT—Excess reserves for member banks 
of the Federal Reserve System declined $140 million during 
the week ended March 10. The greater part of the shrinkage of 
funds occurred outside of New York City as that area received 
substantial inflow of money from other sections partly as a result 
of investment in New York State bonus bonds and partly for 
other reasons, including a further increase of $47 million in gold 
stocks and expenditures of $102 million by foreign governments 
for American goods. Apprehension over war danger is loom- 
ing larger as an influence in securities markets on realization 
that war would bring drastic changes in the financial outlook. 
Credit and fiscal policies in particular would be profoundly 
affected, it is widely realized. 


TRADE—Department store sales in week ended March 6 rose 
four percent above last year (with New York City down three 
percent )compared with a cumulative gain of six percent for 
year to date. Retailers increasingly worried over Easter busi- 
ness; disappointing season would mean prompt chain reaction 
through iileaies to manufacturers. 


INDUSTRY—Business activity picked up somewhat under sea- 
sonal stimulation. Both coal production and electricity output 
gained as did car loadings, though the latter were still substan- 
tially below last year’s comparable period. Continuation of high 
tosis activity in capital goods industry is becoming increasingly 
doubtful unless new defense program invigorates demand. 
However, no marked downturn expected in near future since 
backlogs, while shrinking, remain high. 


COMMODITIES—Prices rally inconclusively after earlier sink- 
ing spells, with grain markets nervous and cotton latterly irregu- 
lar. Strike of packing house workers likely to tighten meat price 
structure. Labor Bureau's daily index of spot commodity prices 
now twenty points below last year after seven point drop during 
the week ended March 12. By and large, no big price reduc- 
tions foreseen in near future, including food prices where 
weather is key factor in outlook. 





Paperboard production in week ended March 6 rose to 
193,205 tons. In same period unfilled orders jumped to 480,791 
tons from preceding fortnightly period's 434,430 tons and new 
orders totalled 255,552 tons versus 160,330 tons. Sharp ad- 
vance of latter occurred in the face of production currently 
running at a rate of 104%, of capacity. Output of the year to 
date is 102% of capacity. The volume of new orders would 
indicate that the expected decline in demand has not yet be- 
come a general trend, although earlier weekly figures have 
pointed to sharply fluctuating requirements. 

x  *  * 

Operations of the Steel Industry in the week beginning 
March 15 were scheduled at 97.5°/, of capacity, equivalent to 
production of 1,757,400 net tons of ingots and castings, and 
compares with a rate of 96.6%, or production of 1,741,200 tons 
for the preceding period. However, the predicted rise in output 
may not take place if the walkout of soft coal miners becomes 
more widespread. Coal inventories at some mills are very low, 
the result of bad weather which hampered freight movements 
during the winter. But it is still too early to tell what effect the 
coal strike will have. Steel output in February set a new peace- 
time peak for that month with 6.94 million tons against 7.47 
million tons in January. 
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Commercial and industrial Failures during the week ended 
March 11 totaled 102, according to Dun & Bradstreet. This 
compared with 113 in the preceding week and 51 in the corre- 
sponding week last year. Retail trade where such concerns as 
inexperienced appliance dealers have been having trouble— 
had the most failures, numbering 41. There is heavy concentra- 
tion in the Pacific states where 38 concerns failed, over twice as 
many as in any other region. 

* * x 

Personal Income rose to an annual rate of $210.8 billion in 
January from a revised December rate of $210.4 billion, ac- 
cording to the Commerce Department. The January level was 
11% higher than the same month last year and 7% above the 
full year 1947 revised level of $196.8 billion. 

* * * 

Higher farm income, a start on payment of the $400 million 
New York State veterans bonus and higher unemployment in- 
surance payments more than offset a decline in wages and 
salaries to chalk up a slight January gain over December. 
Wages and salaries went down from a drop in employment, 
a shorter work-week in durable goods and a seasonal decline 
in construction activity. 


- . 

Chain Store Sales in February ran 13.8% over the same 
month last year which was a small improvement on the January 
showing. The apparel group made the best gain with 22.8%, 
but this was accounted for in part by the many additions over 
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Wk.or ‘Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—Sb (e) | Mar. 034 1.20 05 1.55 (Continued from page 717) 
Cumulative from Mid-1940 Mar. 364.3 364.0 349.5 13.8 | the year to the number of stores. The food 
group had a gain of 18.9% and higher 
FEDERAL GROSS DEBT—Sb Mar. 9 254.0 254.6 = 260.7, «= 55.2 | prices accounted for a large portion of the 
increase. The mail order firms were third 
MONEY SUPPLY—Sb with an increase of 15%. Sears Roebuck 
Demand Deposits—94 Conters____| Mar. 9 hile 474 45.7 26.1 | gained 22.1% with added retail stores. 
Cc in Circulati Mar. 10 28.0 28.1 28.3 10.7 * * * : 
—— National Farm Income for the first 
BANK DEBITS—13-Week Avge. three months of 1948 is expected to be 6% 
New York City—$b Mar. 3 10.1 8.83 7.97 4.26 | above the like 1947 period despite the 
93 Other Centers—$b Mar. 3 12.7 12.62 11.92 7.60 | sharp ~~ in — ~t during Feb- 
, ruary. The Agriculture Department esti- 
PERSONAL INCOMES—$b (cd3) | 20”. — a ee ee in farmers will receive about $6.4 billion 
Salaries and Wages____| a". — .* ae quarter, compared with $6 bil- 
Proprietors’ Incomes ~~ — Se year ago. Crop receipts will total 
Interest and Dividend aon. a ae - 10.0 | around $2.3 billion, about the same as last 
Transfer Payments ___| Jan. a ig oe re year. Income from livestock and other farm 
(INCOME FROM AGRICULTURE) | 2”. ~~ ; : products will approximate $4.1 billion, or 
10% over last year. In January, receipts 
mm (eb) | Jan. 57.1 579 554 51.8 Bote 
pment neta eg ath 1 70 65 gg | were 12% above January 1947. 
Employees, Manufacturing (Ib) | Jan. 15.8 15.9 15.3 13.8 Trade quarters feel that some part of the 
Employees, Government (Ib)____ | 42". 5.4 5.6 5.4 4.8 | loss of Textile Exports this year could be 
UNEMPLOYMENT—m (cb) Jan. 2.1 1.6 2.4 3.8 | made up by an active textile and garment 
, — me vi - procurement section in the European relief 
FACTORY EMPLOYMENT (1b4) an. eo program, though such purchases could 
Durable Goods ao. me si - hardly be in the forefront of the program 
Non-Durable Goods Jan. fae so ve wd because the Marshall Plan countries gener- 
FACTORY PAYROLLS (1b4) Dec. as7 aed ™ wid ally are stronger in textile output than in 
other types of production. An effort will be 
gs nena & WAGES (1b) ie mT 405 409 40.3 | made, however, to induce ERP textile 
an : ; ; . : : 
Henly Wope (conts) Dec. 127.7 1268 1148 = 78.1 ware. ‘aici staal inaiiieaiiabad 
Dec 52.51 51.31 46.96 31.79 | 9. eS ee 
Weekly Wage ($) ‘ Prices, are far _ weakening = broad 
front is evidenced by recent price advances. 
FREE Wibstanste CNR nee . on oe nei yi DuPont raised iis of meee its industrial 
Retell (edb) ; ; chemicals effective April 1—Methanol by 
COST OF LIVING (163) ae 167.0 1649 1533 110.2 vi cents a gallon and formaldehyde by 
Food ao 206.9 202.7 185.9 4113.1 Voc a pound. United Carbon Co. increased 
Clothing Dec. 191.2 190.2 176.5 113.8 | the price of channel black '/2¢ a pound ef 
te el 115.4 115.2 1088 107.8 | fective April 1. And barring a sharp drop in 
carpet wool prices and greatly increased 
RETAIL TRADE—Sb supplies, neither of which is looked for in the 
Retail Store Sales (cd) Jan. 9.72 12.66 8.24 4.72 near future, carpet manufacturers are ex- 
Durable Goods Jan. 2.31 2.96 1.84 1.14 | pected to announce Price increases ranging 
Non-Durable Goods Jan. 7A\ 9.70 6.40 3.58 | from 2.5 percent to possible five percent 
Dep't Store Sales (mrb)___| Jan. 0.70 1.36 0.58 0.40 | early in June. ates ate 
Retail Sales Credit, End Mo. (rb2)_| Jon. — ae a - Bank Credit is steadily tightening up 
and another $51 million he in business 
MANUFACTURERS ‘ _ sain ons we loans has been registered for the latest week 
New Orders (cd2)—Total — er nord i 29) by member banks of the Federal Reserve 
Durable Goods ta i vn ote peo System, following similar decreases since 
Non-Durable Goods ec. the banks began to bear down on specula- 
Shipments (ed2)—Total Dec. yay annoy | tive lending. The results of this drive h 
ie igs. 351 349 292 223 g. Ihe results o tt Is drive have 
Durable Go < a un aa 158 been particularly marked since the com- 
Non-Durable Goods ec. modity price break. 
ae! om 
BUSINESS INVENTORIES, End Mo. The January decline in U. S. Exports of 
Total—$b (cd) Nov. 42.1 41.0 35.2 26.7 | $112.8 million from the December total was 
Manufacturers’ Nov. 23.7 23.5 19.9 15.2 | practically worldwide aside from European 
Wholesalers’ Nov. 7.4 6.9 5.7 43 | relief, the dollar shortage and expectation 
Retailers’ = = = = of ERP funds being the chief reason. Our 
Dept. Store Stocks (mrb)___ | Nov. - . . : 


best foreign customer, Canada, is retrench- 
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Latest Previous Pre- 
Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—i—pc Mar. 13 166.7 166.3 159.6 141.8 ing rapidly and drastically its purchases 
(M. W. S.)—I—np Mar. 13 187.6 186.8 174.5 146.5 from this country. New | tighter import 
INDUSTRIAL PROD.—1—ap (rb) | Jon. 192 192 189 174 controls since last November made them- 
Mining Jan. 155 156 146 133 selves felt almost immediately and took 
Durable Goods, Mfr____| Jan. 227 229 22! 41 even a firmer grip in December and Janu- 
Non-Durable Goods, Mfr._____| Jan. 176 173 176 141 ary. 
s—t Mar. 6 792 805 779 833 
ag or & Mi Total a 6 371 379 378 379 One result of Import Controls abroad 
Mdse. L. C. L. Mar. 6 115 113 121 156 has been to encourage a shift from finished 
Gratis Mar. 6 33 35 51 43 to semi-finished products to save dollar ex- 
ELEC. POWER Output (Kw.H.Jm | Moré 5,293 5,254 4,786 3,267 — ee po va ee ee 
oes not have the dollars to maintain the 
Mar. 6 13.0 12.8 12.8 10.8 ighlichts the im- 
— ee ee Oe m Sip Ri a]. ae ag are of — — hig} — he . 
Stocks, End Mo ‘ Dec. 52.2 Ss @32 2 Qe Sees. ve 
— Western Hemisphere outside the U. S. to 
PETROLEUM—(bbis.) m bolster the dollar purchasing power of these 
Crude Output, Daily Mar. 6 5.3 5.3 4.8 4.1 areas 
Genian tae Mar. 6 it 110 104 86 ; a 
se Oil ar ; a b 7 bo BY This can make the difference between 
eating Oil Stocks ; comparatively lush markets for American 
LUMBER, Prod. (bd. ft.) m Feb. 2 507 506 434 632 exporters in Canada and Latin America 
Stocks, End Mo. (bd. ft.) b___| Dee: 5.5 5.4 4.6 12.6 and steadily declining sales for some com- 
Feb. 6.94 7.46 6.4 4.96 | modities in this half of the world. 
— Se Feb. 1441 7420 13.60 747 * * 
Cumulative from Jan. ~- — The weakness in the Hides market—held 
to be one of the important indicat - 
EN SWARDS-$ —— aw, 31 bi = = nomic cubed page vin a wine 
le Mar. II 225 917 801 5,692 : y be due genera 
Cumulative from Jan. | Peres: shutting down of operations in Eastern low- 
MISCELLANEOUS = shoe factories. Only such firms as 
Paperboard, New Orders (st)t_...; Mar. 6 256 160 147 165 ave outstanding orders from major mail 
Wood Pulp — End Month eg rg p ph “a a order houses are continuing operations, ac- 
U. S. Newsprint Consumption (st)t_ | Jan. ‘ 
ha — paeee | a rg Fo Pi a 523 — to trade reports, and in most cases } 
Pneumatic Casings Production—m._.| Dec. 8.0 aa 7.5 4.0 even these are only operating three days a} 
Anthracite Coal Production (st)m.._ | Jan. 49 49 5.1 3.8 week, Lower shoe prices are indicated. } 

















b—Billions. 


eb—Census Bureau. 


ed—Commerce Dept. 
seasonally adjusted monthly totals at annual rate, before taxes. 
Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). 


ed2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other |: 


Ib—Labor Bureau. !b2—Labor Bureau |! 


(1926—100). !b3—Labor Bureau (1935-9—100). 1b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. po— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Theusands. 
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No. of 1948 Ind 

Issues (1925 Close—!00) High Low Mar.6 Mar. 13 

312 COMBINED AVERAGE _____ 133.1 119.0 122.9 121.5 
4 Agricultural Implements _— 212.0 178.8 183.8 179.4 
11 Aircraft (1927 Cl—!00)_ 164.9 134.3 158.7 164.9B 
6 Air Lines (1934 Cl—100)_ 478.9 430.3 475.5 476.3 
6A t 90.3 78.7 86.5 89.0 
13 Automobile Accessories ___._ 201.5 171.1 175.9 173.5 
12 Automobiles _.. ee 38.4 31.4 32.4 31.4b 
3 Baking (1926 Cl—l00) 18.9 164 17.3 169 
3 Business Machines _......._. 276.2 224.7 230.3 224.7 
2 Bus Lines (1926 Cl—100)____ 149.3 133.4 140.5- 137.8 
S Chemicals a 24 221.6 224.8 225.5 
2 Coal Mining 17.8 14.7 15.2 16.7 
4c ication 46.7 42.3 44.7 44.7 
14 Construction 64.2 56.6 57.7 56.6b 
7 Containers ...__.. 323.3 287.1 291.6 290.3 
9 Copper & Brass 101.6 . 92.0 960 942 
2 Dairy Products _ _ 568 50.7 51.3 50.9 
5 Department Stores = 261-7 53.9 55.7 54.4 
6 Drugs & Toilet Articles. 172.4 149.8 152.2 151.8 
2 Finance Companies 221.7 199.4 217.6 221.7B 
7 Food Brands _.__. 172.5 152.8 155.2 154.9 
2 Food Stores eases, Oe 59.7 60.7 60.0 
3 Furniture 80.8 70.9 72.7 72.2 
3 Gold Mining sue Poo 694.2 737.9 737.2 





























(Nov. 14, 1936, Cl—100) High Low Mar.6 Mar. 13 
100 HIGH PRICED STOCKS... 84.05 75.27 77.14 76.59 
100 LOW PRICED STOCKS. 152.37. 135.10 140.89 138.81 
6 Investment Trusts _.. sis. 50.0 51.6 51.0 
3 Liquor (1927 Cl—100)_.__._ 747.7 637.7 654.6 649.8 
9 Machinery eee 7 A 136.8 141.7 140.6 
3 Mail Order — 108.8 89.8 94.6 89.8b 
3 Meat Packing 108.8 92.0 94.9 920b 
13 Metals, non-Ferrous _—. 160.1 138.0 142.7 142.0 
4 Paper 41.3 34.1 36.8 35.6 
24 Petroleum 232.2 199.5 212.7 208.1 
19 Public Utilities == —«1106.7 97.8 101.0 101.5 
5 Radio (1927 Cl—100)___ 20.7 17.6 17.9 16.6b 
8 Railroad Equipment 61.9 52.9 54.9 52.9b 
24 Railroads 23.3 20.5 21.4 21.5 
3 Realty . 23.9 21.1 22.4 21.1b 
2 Shipbuilding sd: 102.3 118.2 123.5A 
3 Soft Drinks CDS 447.8 459.3 449.9 
14 Steel & Iron 110.9 96.2 99.4 98.0 
3 Sugar 50.5 44.8 45.8 45.8 
2 Sulphur 240.0 206.6 226.3 223.0 
& testiee: FO 118.9 121.8 118.9b 
3 Tires & Rubber. 31.3 27.5 28.9 27.5b 
6 Tobacco. 62.4 65.1 62.4b 
2 Variety Stores ________. 319.5 286.9 301.0 293.3 
17 Unclassified (1947 Cl—100) 100.8 90.0 96.4 90.0b 





New HIGH since: A—1945; B—1947. New LOW since: b—1947; c—1945. 
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Trend of Commodities 





A nervous, irregular grain market was laid to Government 
buying of flour equal to ten million bushels, to announcement 
that wheat would be bought at the rate of one million bushels 
daily and optimistic reports regarding the new winter wheat 
crop. Winter wheat apparently has survived a relatively short 
but severe winter in as good as, or better condition than grow- 
ers had expected on the basis of late planting and unfavorable 
conditions last fall. Currently new crop deliveries of wheat are 
selling at prices at or below the Government support level, 
based on February 15 parity prices. Comparatively little change 
has occurred in the last month, at any rate not enough to indi- 
cate that parity prices later in the year will be low enough to 
result in an actual support price much under the existing level. 
Reports have it that farmers are waiting for an advance in the 
market to sell their surplus wheat of which large amounts remain 


unsold; this points to selling pressure on any future rally. Trade 
sentiment generally is mixed. Some feel that unless there is a 
crop scare, bulges in the market will be hard to maintain even 
if the Government buys cash wheat freely. Corn weakened inde- 
acre | at times despite high cash aan as demand 
remained slow. Irregular fluctuations took place in cotton prices 
with generally small net changes. Uncertainty over the Euro- 
pean political situation was a factor in declines which uncov- 
ered stop-loss orders. Supporting factors included mill buying, 
some covering and buying attributed to supposed improvement 
in the market's technical position. Reports of extension of a 
credit to Japan and progress of the ERP were also bullish, as 
was the February consumption estimate of 780,000 bales. 
While lower, in some quarters a sharper decline was antici- 
pated than was actually estimated. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I'Mo. 3Mo. 6Mo. Yr. Dec.6 
Mar.12 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities 315.6 317.1 349.1 359.1 306.3 322.0 156.9 
1! Imported Commodities__ 274.1 278.7 296.9 313.2 275.2 288.9 157.5 
17 Domestic Commodities 345.7 344.8 387.6 382.3 328.3 345.4 156.6 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 
High _____ 163.6 164.0 95.8 92.9 85.7 78.3 65.8 93.8 
Low ______ 150.6 126.4 93.6 89.3 74.3 61.6 57.5 64.7 


720 


Date 2Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Mar.12 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture _ 367.0 367.7 413.1 411.8 377.3 338.4 163.9 
12 Foodstuffs 388.5 386.3 441.2 456.0 362.2 401.6 169.2 
16 Raw Industrials ___ 267.7 271.1 288.3 294.5 264.4 272.6 148.2 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 1938 1937 


High _____._ 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low 146.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Metals and Metal 
Fabricators in 1948 





(Continued from page 707) 


this year seems unlikely to be any 
larger than in 1947. 

Production of zinc has failed to 
increase as effectively as had been 
forecast. Domestic output lagged 
last year and shipments from 
abroad were disappointingly 
small. As a result, supplies were 
scarcely adequate to meet manu- 
facturing requirements. More- 
over, some months ago a quantity 
of the metal in the hands of the 
Metals Reserve Corp., was trans- 
ferred to the military stockpile 
and thus taken out of the market. 

Aluminum demand has_ been 
well sustained despite the further 
sharp curtailment in aircraft pro- 
duction last year. Supplies proved 
more than adequate for fabricat- 
ing requirements. Accordingly, 
principal producers and fabrica- 
tors experienced satisfactory re- 
sults. Inventory appreciation was 
lacking in this metal, however, 
and earnings results were not so 
startling as in the case of copper. 
Lower duties on bauxite imports 
this year are expected to afford 
economies for Aluminum Com- 
of America, which uses foreign 
ores. 

Tin supplies remain inadequate 
for expanding demand despite 
price advances. Producers have 
encountered handicaps in main- 
taining satisfactory operations 
with the result that earnings 
prospects are less reassuring than 
the price situation would suggest. 
Producers of nickel and other 
steel alloying, metals seem likely 
to experience earnings compara- 
ble with those of 1947. 

Prospects for major fabrica- 
tors are rather more promising 
than a year ago, when orders 
slumped precipitately after the 
advance in copper and lead prices. 
Whereas consumers had been ac- 
cumulating inventories on an un- 
precedented scale in anticipation 
of the rise in raw materials that 
followed removal of price ceilings. 
buying interest virtually ceased 
In the following months. Many 
fabricators were operating at 40 
to 50 per cent of capacity through 
the summer until orders began to 
Improve in the final quarter. 
Econmies introduced in the slack 
period a year ago have contri- 
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buted to better margins with the 
result that more satisfactory re- 
sults are anticipated this year 
even on a smaller volume of busi- 
ness. 


Although the outlook is regard- 
ed as promising for major cus- 
tomers including public utilities 
together with the building and 
automotive industries, there have 
been indications of slackening de- 
mand from manufacturers of 
household appliances and heavy 
machinery. Better balance in in- 
ventories, avoiding the necessity 
of carrying excessive quantities 
of critical materials, has assisted 
in accelerating manufacturing op- 
erations on a more efficient basis. 


Evidence of keener competi- 
tion in the fabricating industry 
was afforded when leading factors 
hesitated to advance prices to 
compensate for the rise in zinc 
quotations early in the year. 
Moreover, principal manufac- 
turers have adopted a firm policy 
for limited periods to encourage 
consumers to stabilize the flow of 
orders. Some price cutting has 
been noted in bare and weather- 
proof copper wire recently as a 
consequence of a slackening in 
demand from public utilities now 
that normal inventories have been 
built up. Accordingly, profit mar- 
gins have narrowed, for there 
has been no upward adjustment 
to compensate for advances in 
supplies such as rubber and tex- 
tiles used in cables. 


Indications point to wage ad- 
vances this year for metals pro- 
ducers as well as for fabricating 
mills. Negotiations are under way 
between union representatives 
and managements of several ma- 
jor electrical equipment makers. 
Agreements in the electrical in- 
dustry as well as in automotive 
and steel operations presumably 
will have an influence in deter- 
mining a pattern for the brass 
trade. Although it is uncertain 
whether prospective wage adjust- 
ments will be uniform through- 
out the industry, it seems likely 
that managements may count on 
a further squeeze of profit mar- 
gins. Marginal producers and 
fabricators are likely to feel the 
pinch to an increasingly serious 
extent. 


Economies in wages have been 
effected through elimination of 
overtime and through dispensing 
with unprofitable activities, but 
progress in this direction proba- 
bly cannot offset higher costs. 


Labor efficiency is gradually im- 
proving with the adoption of 
modern equipment and with the 
lessening of absenteeism, but in 
this respect also the gains fall 
short of full compensation for 
Wage advances. 

As may be seen by reference 
to the accompanying statistical 
data, representative metals and 
fabricating stocks are conserva- 
tively appraised in relation to in- 
dicated earning power as well as 
the known pending problems. For 
the most part, producers have 
yielded to pressure from stock- 
holders for more liberal dividends 
with the result that yields are 
exceptionally generous. Neverthe- 
less, the fear of a business reces- 
sion accompanied by price weak- 
ness in copper, lead, etc., and con- 
tributing to inventory losses, has 
dictated a cautious investment 
policy. 

The market already has gone 
far toward discounting a moder- 
ate setback in activity. In fact, 
declines in shares of fabricating 
companies have been consider- 
able. The adjustments now being 
experienced would seem to have 
been taken into account, espe- 
cially if the international situa- 
tion should suggest the necessity 
of expanding armament produc- 
tion. 

Investors have learned that div- 
idends in the mining industry are 
subject to change without notice. 
Hence, with standard industrials 
offering returns of 5% to 7% or 
more, it is not strange that non- 
ferrous metal shares can be had 
on a basis to yield 8% or 9%. 

With the threat of adverse ef- 
fects of a business recession so 
thoroughly appreciated by the in- 
vestment public, it would seem 
that the nation’s rearmament 
policy may hold the key to 1948 
prospects for metal producers and 
fabricators. 





Varying Prospects for the 
Textiles 





(Continued from page 704) 


ag cords might prove influen- 
tial. 

All considered, the potentials 
for producers of synthetic textile 
fibers and materials have clearly 
marked elements warranting op- 
timism for the current year, 
though final earnings may not 
fully equal those reported in 1947. 
It seems hardly likely that in- 
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creased liberality to stockholders 
will be displayed by many man- 
agements this year, because of 
capital needs. On the other hand, 
any anxiety over maintenance of 
current dividend rates would be 
ill advised during coming months, 
in view of the outlook for rela- 
tively good earnings and the 
sound financial position of most 
leaders in this field. 

The fully integrated concerns 
have a certain operating advan- 
tage, but the supply of available 
viscose and acetate filament yars 
is becoming more ample, while 
imports of staple fiber just about 
trebled last year. Fifteen foreign 
countries piled up dollar balances 
during 1947 by shipping about 
38 million pounds of staple fiber 
to the United States, and should 
further step up their deliveries 
in the current year. 

The woolen branch of the tex- 
tile industry last year experi- 
enced a nice gain in dollar sales, 
although unit production devel- 
oped a moderate downtrend, and 
net earnings of some important 
woolen mills dropped rather fast 
from their record height of the 
previous year. These divergent 
trends were in part due to a 
slackening demand for woolen 
goods used for women’s dresses; 
production of these materials fell 
off by about 25%. Demand and 
output of worsteds on the other 
hand held up exceptionally well. 
Though higher prices more than 
made up for the drop in overall 
yardage, higher cost of wages and 
raw wool cut into profit margins 
so that net earnings were consid- 
erably reduced. In relation to pre- 
war profits, however, they were 
far above normal as a rule. 


The Woolen Branch 


Potentials of the woolen man- 
ufacturers during 1948 are 
strengthened by improvement in 
the demand for both worsteds 
and woolens, with near capacity 
operations seemingly assured 
through the third quarter for the 
most important units in the in- 
dustry. As long as national in- 
come holds at present impressive 
levels, consumers can be counted 
on to spend about $12 billion 
annually for clothing, if history 
is a fair guide. And of these ex- 
penditures, about 40% should 
represent outlays for goods made 
from wool. Some experts foresee 
a possible boost in yardage prices 
before long, in view of scarcity 
of domestic raw wool and the 
ability of foreign growers to 
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charge top prices. If prices for 
competitive fibers, though, tend 
to soften somewhat, it is hardly 
likely that those for woolen goods 
could resist the downward pres- 
sure. Generally speaking, while 
narrowing operating margins are 
likely to make for a further de- 
cline in net earnings this year, 
measured by ordinary standards, 
they should still be highly satis- 
factory. 


Market Action 


While bright prospects for the 
entire textile industry pushed 
share prices up rather faster than 
the general market last year, at 
no time did they fully reflect the 
broad advance in earnings. Tex- 
tile shares, as we write, to a con- 
siderable extent have resisted the 
decline lately registered by most 
industrial shares. Yet study of 
the appended table will reveal 
very low price-earnings ratios 
and yields well above average, 
strikingly so in many cases. 

It seems clear that barring 
some unexpected cataclysm in the 
economy, share prices in this 
group have liberally discounted 
any adverse conditions that may 
develop during the near or medi- 
um term, including absence of fur- 
ther inventory windfalls and pos- 
sibility of inventory losses, should 
prices tend downward. Against 
the latter, most concerns are 
wairly well protected either by 
contingency reserves, by conserv- 
— accounting methods, or by 

oth. 





Another Look at the 
Rubbers 





(Continued from page 709) 


may expand but also represent an 
increasing portion of the highest 
grade tires on which profit mar- 
gins are wider. Export sales are 
continuing to hold at encouraging 
levels and may be _ stimulated 
when the Marshall Plan is being 
implemented. It is going to be 
very interesting to notefrom inter- 
im reports to what extent the rub- 
ber manufacturers can offset 
smaller sales by operating econ- 
omies, price boosts and utilization 
of more profitable items. It won’t 
be long before first quarter re- 
ports can provide some clues. 
Since rubber consumption during 
January, at least, was reported 
holding close to monthly record 
highs of around 125,000 tons, in- 
cluding reclaimed rubber, indus- 


try prospects may be more en- | 
couraging than many pessimists 
have been allowing. 


As for inventory positions, 
there is no doubt that stocks in 
the factories and in dealers’ 
hands are fully ample to meet 
current requirements, but this is 
a circumstance to be welcomed 
rather to be deplored. It simply 
means that operations are on a 
normal basis. 

For six years past, the rubber 
industry has been plowing back 
into the business a substantial 
proportion of lush net earnings, 
with the result that most of the 
large concerns are well heeled 
financially to cope with problems 
in the offing. Many of them have 
established sizeable reserves that 
could be drawn upon if necessary 
to offset possible inventory losses 
without charging them to operat- 
ing income. In order to build up 
working capital it is true that 
several leaders in the industry 
have had to borrow extensively, 
but the loans have been made at 
low rates and with repayment 
spread over a term of years. 


Diversification Factor 


As suggested early in our dis- 
cussion, steps taken to achieve 
diversification by many of the 
rubber concerns should help in 
sustaining volume at fair levels. 
For example, production by B. F. 
Goodrich, of non-tire items ac- 
counts for about half of its sales. 
Goodyear is spending millions to 
expand its output of Pliofilm, a 
transparent packaging material. 
Firestone is all out to win a com- 
manding place as a producer of 
Plastics and is heavily engaged 
in retail merchandising. We find 
U. S. Rubber Co. making many 
items that do not employ rubber. 
While all of these. concerns look 
to tire sales as their main source 
of revenue, they are continually 
expanding production of unre- 
lated goods. 

Doubt over prolonged prosper- 
ity for the rubber manufacturers, 
at least on a scale approaching 
that of last year, has served to 
lower prices for their shares sub- 
stantially. Stocks of a number of 
strong concerns are now selling at 
about half their peak level of 
1947 and at quite modest ratios 
to current and prospective earn- 
ings. Granted that bonanza years 
will not continue indefinitely, this 
does not signify that net earnings 
may not level off at a point where 
current prices appear very rea- 
sonable. In other words, at 
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around present deflated levels, the 
rubber shares deserve careful 
consideration by investors desir- 
ous of good income and apprecia- 
tion potentials over the longer 
term. Proven timing, though, is 
a prime requisite. 





1948 Prospects of Companies 
Sheared of Windfall 
Earnings 





(Continued from page 691) 


capital was increased by $18.5 
million from retained earnings 
and creation of reserves for 
depreciation and contingencies. 
Since rapid turnover left inven- 
tories scarcely higher at the year- 
end than 12 months earlier, de- 
spite higher valuations, it is evi- 
dent that in terms of physical 
volume, some reduction had oc- 
curred. While the management is 
optimistic over 1948 prospects, it 
cautions that operating margins 
may narrow. In any event, with 
working capital of $55.3 million 
and its modernization program 
now amply financed, this concern 
can easily withstand any strain 
likely to emerge during the cur- 
rent year. 





Russia Digs In 





(Continued from page 697) 


European countries themselves. 
The Czechs and the Hungarians 
will never willingly submit to to- 
talitarian, communist measures. 
They are too individualistic for 
that. There are likely to be na- 
tional jealousies within the area. 
The initiative to do things will 
be lacking and wherever it may 
appear, the heavy hand of com- 
munist bureaucracy is likely to 
smother it. 

Obviously the Russian seizure 
of Czechoslovakia was a counter- 
move to the American decision 
to go through with the Marshall 
Plan and the rebuilding of the 
Ruhr. Russia wanted to be sure 
of the key country needed in the 
re-equipping the “Eastern Ruhr,” 
Upper Silesia. Unfortunately the 
United States cannot do much at 
this point about loosening Rus- 
sia’s grip on Eastern Europe, 
short of a war. 

What we can do, however, is to 
prevent the spread of communism 
and Russian dictatorship into the 
countries which are still acknow]l- 
edged to be in the Western sphere 
of influence. Before the European 
Recovery Program takes effect, 
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New outfits for the Hiawathas 





Hiawathas sewe 


Chicago e Milwaukee 
St. Paul ¢ Minneapolis 
Butte ¢ Spokane 
Seattle « Tacoma 
Des Moines ¢ Omaha 
Sioux City ¢ Sioux Falls 

and 60 other stations . 











handsomer coaches... 


Chicago, Milwaukee, St. Paul & Pacific Railroad 


Within a few weeks the AM and PM Twin 
Cities Hiawatuas will step out with new 
equipment. There'll be squeals of delight from 
the H1awaTHA tepee. 


And no wonder! Coming will be brighter, 


radio equipped Tip 


Top Tap cars... diagonal-seating dining cars 
... luxurious parlor cars with, for the first 
time, glass-roofed Skytop Lounges. 

During 1948, The Milwaukee Road will 
enlarge and re-equip its H1awaTua fleet. More 
new passenger train cars will be placed in 
service than on any other western railroad. 
H. Sengstacken, Passenger Traffic Manager, 
808 Union Station, Chicago 6, Illinois. 
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this may require moves just as 
bold, just as aggressive as those 
of the communists. This will be 
easier than in the past, because 
the Russian rape of Czechoslo- 
vakia, a country friendly to her, 
has alienated those people who 
believed that co-operation with 
the communists in a democratic 
state was possible. A blow was 
struck at every communist party 
outside of the Russian sphere of 
influence. 

The great test that may require 
some bold moves on our part is 
likely to come next month, when 


elections are to be held in Italy. 
There is serious danger that the 
communists will come out as the 
largest single party, and if the 
Czech experience is any indica- 
tion, they will then demand the 
key posts, the ministries of de- 
fense, interior, and propaganda, 
in the Italian Cabinet. The ques- 
tion is what they will do, and 
what their Russian and Yugoslav 
friends will do for them, if their 
demand is refused. Not Czecho- 
slovakia but Italy is likely to be 
the real battlefield between the 
East and the West. 
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ADVANCES IN RECENT| 
: 
Early in January, Stock Trend clients were specifically advised that both the stockh)o 
and commodity markets would suffer a sharp break in the ensuing weeks. They | If iti 
were also told that the vortex of these bearish cycles would occur between the | our / 
first and fifteenth of February. The market broke exactly as our cycles had indi- i tion « 
cated. The break carried the Dow Industrials down approximately to the level of 7 
last May, thereby virtually erasing all the gains made since last June. At the same © 
time the plunge in commodities scored a 100 year record in its downside amplitude © while 
and velocity. = panied 
f that ce 
The saving to Stock Trend readers who acted on our advice was at least $120,- | in 
000,000 by our most conservative estimate. This does not take into consideration | hich 
certain short positions which we had counseled in technically vulnerable stocks the fo: 
and commodities. ead 
arounc 
Septen 
To succeed nowadays in trading and investing it is most imperative to plan It is not intended to imply here that we have always been right in our techni- Invest 
your operations weeks and even months ahead. And, the only proven way, cal or Cyclical synthesis. In fact, we have made some rather outstanding | Jo ae 
we believe, in which such planning can be intelligently applied is through mistakes in these past 12, years and probably will make more. The wisdom geet es 
expert knowledge of our special Cycle studies in combination with certain of an old sage who once said ''There are a thousand ways of missing a po 
time-tested technical criteria. bull’s eye but only one way of hitting it’’ applies equally as well to market rg at 
TO SOME THIS MAY SEEM TO BE A RATHER BROAD STATEMENT. IT Is. /77°°#/!78 45 f0 archery. investi 
BUT WE KNOW OF NO OTHER METHOD (WE'VE INVESTIGATED JUST ABOUT Nevertheless, it has been—and is—the policy of the editors of this service to Profit 
ALL OF THEM) OF ACTUALLY FORECASTING THE PROBABLE TREND OF THE refrain from hedges in their market opinions—whether later to be proven Agngr 
STOCK MARKET MONTHS AHEAD EXCEPT BY MEANS OF THE CYCLES WE right or wrong. Our clients are told in straight-forward language, what a 
HAVE DISCOVERED AFTER NEARLY 20 YEARS OF THE MOST EXHAUSTIVE trend to expect over the near and longer terms, what stocks to buy or sell 
RESEARCH. and when. 
"Enclosed herewith find my check to the order of Stock Trend Service. 1 '"l have enjoyed your service very much and consider it to be one of the In ou 
read with interest your gh eee 4 and believe you would be interested best of its kind inasmuch as it is so timely and specific. 1 wouldn't be comm 
to know I have profited by them.”’ (C.F.G.) N.Y. without it.”’ (D.M.) poe : 
anua: 
" Afte 
TAKE A BOLD STAND NOW! patter 
Last December, when we prepared our Annual Forecast for 1948, we not average bull market ordinarily would require 9 to 12 months to accomplish. 
only graphically revealed the sharp break that occurred in February, but It will be swift and it will be dynamic. And to those who respond promptly : 
also charted the big advance that was Cyclically shown to follow from a to this frank message it can be highly profitable. We again emphasize that TRAIL 
certain Key Period (This bullish Key Period is now very near at hand). the coming advance is Cyclically indicated to be one of the most galvanic ESTE] 
The bull market of 1948 will gain in points in about six months what an in contemporary market history! cYCL 
- % This 
5 No. 1 
bullis! 
AT LAST! A COMPREHENSIVE VOLUME THAT pictur 
one oO 
SHOWS HOW THE MARKET REALLY ACTS — As pel 
sive ‘ 
Opposed To How Theoretical Economists tom P 
cently 
Shoul, 
Think It Should Act! tion « 
in 19¢ 
was f 
Makes plain the profitable principles of trend action. A scholarly, once-in-a-gen- cover) 
eration book, which, to the best of our knowledge, is more completely and ow 
elaborately illustrated with actual market charts and working examples than any pects 
volume of its kind ever published. Clearly explains both the value and the gh 
shortcomings of the Dow Theory. 0 106 
. . ; A ° ae . nv The 
Following the subjects included in this monumental work, “Technical Analysis is, i 
cs of Stock Trends,”’ by Robert D. Edwards and John Magee, Jr. > 
a 
Pocus hav 
CONTENTS: The Technical Approach ... Charts... Diversification—Its Cost — Table of Round-Trip Ex- = 
The Dow Theory—In Practice—Its Defects . . . Im- penses—Table 0 Minimum Number o Shares to Buy ... simi 
portant Reversal Patterns . . . Consolidation Formations Reactions vs. Primary Moves . . . Tactical Review of ~ 
. .. Gaps... Support and Resistance . . . Trendlines and Chart Action . . . Tactical Methods—When to Get Out pe 
Channels... —When to Get In... fyin 
or ° ° . _ ° . = If 
Technical Analysis of Commodity Charts .. . The Tac- Effect of Technical Trading on Market . . . Condition —a 
tical Problem . . . The All-Important Details . . . The of General Market vs. XYZ... Trial and Error... som 
Kind of Stocks We Want .. . Selection of Stocks to How Much Capital to Use in Trading . . . Following the = 
Chart ... The Mechanics of Chart Building... Major Swings . . . A Discussion of Composite Lever- regi 
PEI . Be 6s fron 
Computing Sensitivity . . . Use of Margin—Short Sell- ABS sure 
ing ... Round Lots or Odd Lots ... Stop Orders... Tekniplat Charting . . . Normal Range-For-Price In- cou 
What Is a Bottom—What Is a Top?... dexes .. . Sensitivity Indexes. pd 
Use coupon at right to order this important book or ask for full details pr 
rate 
any 
son 
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ONE OF THE SHARPEST 


MARKET HISTORY! 


THIS IS YOUR OPPORTUNITY—THE ALL-OUT “BUY SPOT” 
If it is in the first week or ten days of April that you are reading this advertisement (which, incidentally, was written and submitted to 
our Agency on March 15), our Cycles indicate that a modest downtrend should be in force. We have estimated its potency and dura- 
tion and have determined a certain Key Period very near at hand as the final, all-out “buy spot’’ of 1948. 


THE STOCKS TO SELECT FOR GREATEST PROFITS 


While we believe that the coming advance will be broad and later accom- 
panied by large volume, it is imperative to impress on our readers the fact 
that certain stocks will have far greater gains than others. This is due to the 
fact that during the most recent reaction some issues maintained strong 
technical patterns while others dropped beneath long shelves of support 
which now become massive zones of resistance to advances. An example of 
the former was ‘““GFO'’ (Gulf, Mobile & Ohio), which we singled out only 
a few weeks ago as a technically outstanding equity. It was then selling 
around $13. And, as this is written it has just made another new high since 
September 1946—az:d in a theoretical Primary Bear Market. : 


A PROMISE 


Investing and trading in the stock market is a business. To succeed in it 
requires of the individual as much study and application as would be neces- 
sary in any other constructive enterprise. Very few investors have either the 
time or inclination to maintain hundreds of daily charts or attempt to 
synthesize a maze of fundamental and statistical reports or study the Cycles 
for years before employing their funds in the market. It is here that the 
investment counselor fills in an important gap. 


Profits result in direct ratioto the courage you display in not following the 
crowd into buying at significant tops and selling at major bottoms. We 


On the other side (bearish) our short sales of **PEP,”’ **X’’—to 
name a few—proved very profitable commitments. 

Thus, if you are to obtain the greatest profit potentials from your market 
operations, it is absolutely necessary to utilize as vehicles for your positions 
only those stocks whose technical puissance (or lack of it) conforms with the 


trend direction you are anticipating. 
5 Your 
stocks. Sold Lion Oil at the top eighth October 28, also sold Follansbee 
within a point of top at same time.’ (C.W.E.) 


“‘AR,”” 


service has been very satisfactory. 1 have sold all but one of my 
pteel * 


AND A WARNING 


believe that the time is at hand for you to take courage, to discount most, 
if not all, of the bearish news which is appearing almost daily. We further 
believe that the uptrend mentioned here will not only be singularly dynamic, 
but sufhciently sustained to provide you with greater profits from the six 
months holding tor tax savings—it being Cyclically indicated to move up- 
ward for that long. That is the promise. 

Regular subscribers to our service will know too that the Cycles call for a 
panic decline in a certain later period—possibly due to some form of 
national crisis. That is the warning! 


COMMODITY TRADERS ALSO SAVED! 


In our advertisement in Mid-January we forecast the break in stocks and 
commodities. Our regular clients were advised of this weeks before, as you 
will see trom the following verbatim quotation from our Bulletin of 
January 9, 1948. 

“After a careful study of the Cyclical factors in conjunction with the chart 
patterns of leading commodities, we are of the sincere opinion that the 


break shown for stocks in February will find commodities going along on 
the downside equally as well. In fact, we look for a wide-open break be- 
tween February Ist and 15th and again counsel subscribers to take bolder 
shortside positions on all rallies. Let us repeat this again: A shattering break 
in grains before February 15."" 


ANOTHER COMMODITY BREAK COMING 


TRADERS IN COTTON, HIDES AND GRAINS WILL BE_INTER- 
ESTED TO KNOW THAT WE HAVE ALREADY COMPUTED THE 
CYCLICAL TIME PERIOD (BEFORE JUNE 15) WHEREIN THESE COM- 


MODITIES 1TED TO SUFFER ANOTHER RESOUNDING 


CRASH. 


ARE INDIC 


2 SPECIAL SITUATIONS 


This low-priced stock (see Chart 
No. 1) possesses such outstandingly T T 
bullish technical and fundamental i SPECIAL SITUATION | 
pictures that we believe it will be #. 




















one of the most active and profit- iNOng 

able equities in the bull market of uu | e—T Objective | | 
1948. Note, for example, the mas- In | | 
sive ‘‘Head and Shoulders’’ bot- \\) 1 | 
tom pattern and the fact that it re- iF | 
cently broke out of the ‘‘Right i) ] 
Shoulder,’ thus signalling incep- ing 

tion of an important upmove. Net il | 

in 1947 of nearly $2.50 per share Teft | 

was five times 1946 profits. Dis- Shoulder 

covery of oil on company’s exten- 

Sive properties adds no little ‘‘ro- 

mance’’ to already brilliant pros- as 





pects this year. Selling well under 
$20, we believe this exceptionally 
fine equity will advance from 50% 
to 100%. 
The period immediately ahead 
is, in our opinion, as important 
as that in the Spring of 1942. 
It is a time when those who 
have the courage to buy techni- 
cally strong stocks in face of 
adverse news and general pes- 
simism (which will be rampant 
during the first three weeks of 
April) will, we believe, see their ! STOCK TREND SERVICE 
c . . - a z 7 — 
ommitments result in very grati | Springfield (3) Mass. 


fying profits. 
If you are such an individual Cantlemens 
For enclosed ($ 


—and have not recently had 
samples of our service—this is 
your opportunity to obtain a trial 
subscription. Better stil, enter a | 
regular term subscription direct 
from this page. That will as- | 
sure you of continuity of our 
counsel (twice each week) dur- 
ing the momentous _ period | 
ahead. Such a subscription is 
backed by our guarantee of 
absolute satisfaction, or pro- 
rata refund will be made at 
any time you wish, for any rea- 
son whatsoever, to cancel. 


| Name 


| Address 





Charts and Analyses of these two outstanding 
buys will be sent with your first Bulletins 


STOCK TREND SERVICE 


Springfield 3. Mass. 


CL] CURRENT AND NEXT FOUR BULLETING.......... 
(] SIX MONTHS’ STOCK TREND SERVICE . 
(] ONE YEAR’S STOCK TREND SERVICE . 


This stock (see Chart No. 2, repre- 
sents a company and field wherein 
feverish activity is taking place to 
fill national and international de- 
mands for its products. No satura- 
tion point is expected for years to 
come — if ever again. Dividends 
have been paid with only two in- 
terruptions since 1912, and 1948 
earnings are expected to be $5 per 
share. All preferred stock has been 
retired from cash its own treas- 
ury! Chart pattern suggests rise of 
12 to 15 points—meanwhile current 
dividend provides yield of nearly 
6%. As an investor, you should 
not be without this quality equity 
in your portfolio. As a ‘‘trend trad- 






in 


er’ its price appreciation prospects 
of 12 points or more are worth 
noting. 


Div. M-327 | 


) send me the checked item(s): 
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Fire seals this steel in a “lifetime finish“ 


There is real modern magic in the way 
kitchen ranges, refrigerators, sinks and 
bathroom fixtures get their smooth, 
gleaming finish. A special kind of 
hard, durable “glass” called porcelain 
enamel is actually fused under tremen- 
dous heat to a special-quality base 
metal such as ARMCO Enameling Iron. 

Unlike “baked” enamels or lacquers, 
porcelain enamel is a hard mineral 
finish. When fused to the specially pre- 
pared surface of Armco Enameling 
Iron, it unites with the base metal in 
an enduring bond. Neither burning 
cigarettes nor hot utensils can discolor 
it or mar its effectiveness. With ordi- 
nary care, its beauty will last the life- 
time of the appliance. 


\amcd 


VV 


That’s why enamelers who want their 
products to give the longest service and 
greatest satisfaction prefer this special- 
purpose sheet metal. Many manufac- 
turers find that porcelain enamel 
heightens the sales appeal of products 
once finished in less durable materials. 

Armco Enameling Iron is one of 
many special-purpose steels perfected 
by Armco and constantly improved 
through years of research and develop- 
ment. Buyers know that each grade is 
made especially for a particular type 
of service ... and can be identified by 
the famous Armco triangle trademark. 
The American Rolling Mill Company, 
Middletown, Ohio. Export: The Armco 


International Corporation. 


THE AMERICAN ROLLING MILL COMPANY 


The familiar Armco triangle identifies special-purpose steels that help 
manufacturers make more attractive, more useful, longer-lasting products. 








For Profit and Income 





(Continued from page 713) 
Utilities 


Utility stocks are relatively 
more depressed than industrials 
or rails. Barring war, however, 
any further decline very likely will 
be slow and slight. During the 
first quarter of 1948 the con- 
tinuing gain in gross revenue fully 
offset higher costs, leavening 
earnings up to the good year-ago 
level. Probably the worst market 


726 


effects of anticipated financing for 
expansion needs have been seen. 
Dividends of the seasoned operat- 
ing companies appear generally 
secure and yields are attractive. If 
we had to predict which groups 
have a good chance of being 
materially higher in market price 
a year hence, utilities would be one 
of the most logical choices—again 
barring war. 


Low-Price Stocks 


It is probably premature to get 
bullish on low-price stocks in 
general. However, we think there 


are some in the utility field which | 


can be bought new with relatively |& is 


little risk and considerable longer- |~ 
term promise. Two such are 


Columbia Gas & Slectric, selling 7 


around 11 and Niagara Hudson 7 


Power at 714. 





Agriculture—The Key to 
Price and Business Trends 





(Continued from page 689) 


housewife can testify, were kept 
outrageously high at a time when 
lower food costs were urgently 
necessary. In the final analysis, 
the question that Congress really 
must decide is whether any price 
support mechanism can be sound 


without emergency powers over | 


agricultural production. It is a 
problem that cannot be dodged, 
nor can it be answered by politi- 
cally tinged judgement likely to 
be created by political pressures 
which are unavoidable in an elec- 
tion year. 

Broadly speaking, the beneficial 
aspects of the market break in 
farm commodities are generally 
recognized, as is the fact that all 
such breaks are bound to cause 
actual or paper losses or reduc- 
tion of income, to someone, and 
therefore may have a direct effect 
on trade and industrial profits 
and employment. Still, in view of 
the extreme price inflation that 
has occurred in farm commodi- 
ties, there is probably no other 
area in which prices could de- 
cline as sharply as they have with 
as little shock to business as a 
whole. 


What of the Future? 


Yet the shock or business has 
been quite real, if so far mainly 
psychological, and the burning 
question now is whether the price 
reaction will become general with 
all the momentous implications of 
such a development. Business pol- 
icies have become increasingly 
cautious, especially as far as for- 
ward buying and inventory accu- 
mulation is concerned. This trend 
may be intensified by any further 
price drop in farm commodities 
induced by materialization of 
present indications of large farm 
crops in most producing coun- 
tries. It is for this reason that 
agriculture, and the weather, con- 
stitute the key to price and busi- 
ness trends in the near future. 
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Why are more people achieving 


MORE SECURITY 
through 


EQUITABLE POLICIES 


than ever before 7 


ECURITY for our families and for ourselves 
is a goal all of us are striving to attain. 


If these were normal times, this one fact might 
fully account for the record volume of Equitable life 
insurance purchased last year. 


But the conditions under which we now live pro- 
vide additional reasons why so many thinking Amer- 
icans are investing more of their dollars in life insur- 
ance. Think for a moment in terms of yourself: 


You are living in a period of inflation—of high 
prices and high taxes. Never has the purchasing 
power of your dollar been less for most of the things 
you buy. What would happen if you put more of your 
spendable dollars in life insurance? 


With your very first premium you receive immedi- 
ate protection—a guarantee of security that can’t be 
obtained in any other way. Jt would take years of self- 
denial and saving to accumulate the amount of security 
that is provided at once through a life insurance policy. 


Moreover, the benefits which you or your family 
will receive from your policy will come, in all likeli- 
hood, at a time when the dollar has regained a more 
normal purchasing power. In this respect, life insur- 
ance paid for today is bargain protection for the future. 


EQUITABLE FAMILY GROWS 


The Equitable Life Assurance Society of the United 
States—a non-profit institution operated solely in the 
interests of its policyholders and their beneficiaries — 
has been helping families build security since 1859. 


More people purchased more protection through Equit- 
able policies last year than ever before. New insurance 


issued amounted to $1,170,000,000. A total of 


$11,944,000,000 of insurance in force now safe- 
guards the Equitable family of policyholders. 
In line with this increase in protection, the re- 


sources of The Equitable Society increased $322,- 
400,000 to $4,505,000,000, a new high. 





The Equitable Life Assurance Society of the United States is a 
mutual company incorporated under the laws of New York State. 


MARCH 27, 1948 


Benefit payments last year from policies that were 
called upon to fulfill the purposes for which they were 
purchased, amounted to $280,685,000. 


FIGHTING INFLATION 


Money used to purchase life insurance is non-infla- 
tionary, since premium payments represent funds di- 
verted from consumption into channels of investment, 
where they help to increase the nation’s industrial 
productivity. 

Inflation is the enemy of everyone. 

The primary source of inflation in this country is 
the excessive supply of money and credit in our com- 
mercial banking system, reflecting unsound national 
monetary policies. 

If we are to solve the inflation problem, we must 
first of all deal with this excessive supply of money 
in our banking system. 

It is useless to try to control prices through ration- 
ing, or through increased production, when the crea- 
tion of money in the form of bank credit goes on 
uncontrolled. Jt is like fighting fire with one hand while 
the other hand pours on additional fuel. 

Inflation can be restrained at its primary source if 
enough of our citizens, motivated by self-interest and 
recognition of the need for preserving the economic 
strength of the nation, make their demand for sound 
monetary policies known to those who represent 
them in Congress. 


THOMAS I. PARKINSON, President 


[——— SEND FOR THIS FREE BROCHURE! —-——4 






Lid my . Tr ~ . 1 . 
This is The Equitable Society’s annual 
report for 1947. If you are interested in 
receiving a copy, address your request to 


393 Seventh Avenue, New York 1, N.Y. 


Name: 











| 

| 

| 

| 

1 

| 
Address. | 
| 

| 

| 

| 

| 
as 


727 








| 
DEARDORF 
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CORPORATION 


Price 30¢ per Share 


Orders executed by 


S TELLIER & CO- 
see gew York 4, N. Ye 


42 Broadway, eine 


Tel. BOwling Green 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 
30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 9 





MT 





T ne BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar ($1.00) per share 
on the capital stock of the Com- 
pany, payable on May 17, 1948, 
to stockholders of record at the 
close of business April 15, 1948. 


E. E. DUVALL, Secretary 
March 12, 1948 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 


190th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of seventy-five cents (§.75) per 
share on the Common Stock, payable 
March 31, 1948, to stockholders ef record 
at the close of business on Macch 16, 
1948. Checks will be mailed. 


H. C. ALLAN, 


Secretary and Treasurer 
Philadelphia 32, March 5, 1948 


PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 129 


The Board of Directors on March 3, 
1948 declared a cash dividend for the 
first quarter of the year of 50 cents per 
share upon the Company's Common 
Capital Stock. This dividend will be 
paid by check on April 15, 1948, to 
common shareholders of record at the 
close of business on March 19, 1948 
The Transfer Books will not be closed. 











E. J. Becxett, Treasurer 


San Francisco, California 
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Pros and Cons Stocks 
Selling Around Net Quick Assets 





(Continued from page 700) 


Last year the company started 
with a backlog of $117 million and 
able to get really into stride. With 
demand for buses and trucks still 
strong, and with a better supply 
of materials, Mack’s outlook for 
1948 is bright and to judge from 
its expansion plans, the longer 
term looks promising to the man- 
agement. In our opinion, Mack 
shares seem reasonably priced, all 
considered, though in due course 
the quick asset value of the share 
will probably shrink when new 
construction gets under way. 





Industrial Production Outlook 





(Continued from page 686) 
panies have more unfilled orders 
today than they had a year ago 
and industry opinion holds that 
even anticipated 1948 record pro- 
duction will not materially relieve 
the situation. Unless something 
unforeseen happens to curtail the 
market drastically and suddenly, 
the automobile industry generally 
will still be far behind in orders 
at the end of the year. 

The same is not quite true of 
truck manufacturers where de- 
mand-supply balance has been 
reached in heavier truck models. 
Output here will henceforth be 
more geared to current demand 
as remaining order backlogs are 
worked off. Additionally, demand 
for automotive parts is holding 
less strongly, due to a marked 
easing of replacement demand 
after last year’s record produc- 
tion. A return to more competi- 
tive conditions in the parts field, 
as in trucks, is indicated, making 
for divergent earnings .trends 
among manufacturing companies. 

Probably one of the strongest 
situations is steel, still critically 
short despite capacity output, 
though shortages of late have 
shown signs of some easing. A 
significant fact is that gray mar- 
kets in steel appear on the wane 
and recent high premium prices 
for steel products are finding few 
if any takers except perhaps in 
sheet steel. The industry is still 
fully booked through June and 
there is no letup in demand 
though a feeling of caution in re- 
spect to third quarter bookings is 
in the air. However, it remains 
far from crystallized to a point 


where buyers may think of low- 
ering requirements. Decisions in 
this respect will primarily depend 
on the general business outlook, 
yet demand for steel meanwhile 
is so heavy that production is 
bound to continue at capacity 
levels. 


Future disappearance of the 
“gray market” in steel thus might 
mean no more than a more or- 
derly marketing of steel; only 
should demand slacken decisively 
were one justified in anticipating 
a trend reversal that so far can 
hardly be read into existing sur- 
face indications. There is the ad- 
ditional prospect that any step- 
ping up of the defense program 
might signal another stampede 
for steel supplies. Any future 
drop in operations due to the coal 
strike, moreover, may further put 
off any easing in the still tight 
steel supply situation. Meanwhile 
lower gray market prices seem to 
point to no more than a more 
cautious attitude of gray market 
operators following the recent 
commodity price slump, coupled 
with reluctance of gray market 
customers to “reach” for high- 
premium steel at this time. 

The oil industry is another 
strong spot; the battle to beat oil 
shortages is only beginning to 
bear fruit and no declining pro- 
duction trend can be visualized 
under any foreseeable conditions. 
Peak output, necessitated by peak 
demand, should continue for an 
indefinite period. Industry expan- 
sion proceeds apace, and oil com- 
panies will need some 6.6 million 
tons of steel this year, more than 
twice as much as they required in 
1947. Oil demand is estimated at 
a record 6.3 million barrels daily, 
about 6% above the daily average 
production in 1947. The oil price 
structure remains strong. Produ- 
cers hope to avoid another gen- 
eral price rise despite the fact 
that some refiners are paying 
premiums over posted prices in 
some areas. Earnings have been 
huge and should continue excel- 
lent though higher drilling and 
development expenditures may 
preclude their matching the 1947 
record figures. 

Despite some resistance to high 
prices, home building should con- 
tinue high through next summer, 
but thereafter a return to more 
seasonal fluctuation in building 
activity is not unlikely despite 
existing housing shortages. Long 
term maintenance of high hous- 
ing volume, however, depends 
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Industrial Production Outlook 


probably on the extent to which 
high costs will remain acceptable. 
Meanwhile public construction ac- 
tivity has been expanding mate- 
rially and steadily, adding to the 
generally favorable outlook of 
building materials manufactur- 
ers. It may provide an important 
supporting factor, should home 
building taper off eventually. 

In the chemical industry, too, 
prospects point to well sustained 
activity and continued high earn- 
ings. The price structure remains 

enerally firm, even advancing in 
spots; on the other hand, some 
shortages such as in soda ash and 
other basic crude chemicals show 
signs of easing as expanded facil- 
ties are getting into operation. 
Demand should hold up well in 
most divisions so long as overall 
business activity remains at a 
fairly high level. 

In the paper industry, demand- 
supply balance appears definitely 
in sight with likely repercussions 
on the price structure later on as 
competitive influences are mak- 
ing themselves felt. For the time 
being, however, requirements 
continue to support a production 
level close to or at capacity in 
most fields. Newsprint is likely to 
remain acutely short for another 
year. 

Of considerable significance 
may be the future trend in metal 
markets, apart from steel. Cop- 
per and brass are reported easier 
to get, and scrap copper has de- 
clined some, but primary markets 
have not weakened and are not 
likely to in the foreseeable fu- 
ture. On the contrary, we shall 
need to import copper at least 
until there is a major slump in 
domestic demand, and _ world 
markets continue firm with Great 
sritain recently paying more 
than the U. S. price for South 
American copper. Lead and zinc 
markets, too, have continued 
strong. Thus the outlook for non- 
ferrous metals producers remains 
quite favorable, though windfall 
earnings from higher inventory 
valuations—due to price rises— 
are not likely to be duplicated this 
year. 

It is understandable that the 
cross currents appearing on our 
production front are a matter of 
concern to business men anxious 
to anticipate the future trend. It 
is equally understandable that 
with production overtaking de- 
mand in one line after another, a 
levelling out of overall business, 
of manufacturers’ sales, is inevi- 


MARCH 27, 1948 


At the Year End 





For the Year as a Whole 


Sales 





Net Currents Assets ...........05. $11,948,841 
Fixed Assets (Less Reserves) 


Earned Surplus... <2... 0663 


OQneratinge Profit ........... 
Other neome oo. 3. 26s sas es 
Capital Expenditures ....... 
Net Profit After Taxes ..... 
Net Profit per Share ....... 
Dividends per Share ........ 










HIGHLIGHTS OF 1947 OPERATIONS 


COLUMBIAN CARBON COMPANY 
And Subsidiaries 


(Taken From Annual Report) 


COMPARISONS 1947-1946 


1947 1946 
$11,749,202 


metaceta 24,746,589 21,648,522 
ee 16,313,397 13,527,050 
pouarere $41,106,104 $34,363,005 


8,560,760 6,846,196 


EXECUTIVE OFFICES: COLUMBIAN CARBON BUILDING 
41 East 42nd Street, New York 17, N. Y. 
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UNITED FRUIT COMPANY 


DIVIDEND No. 195 

A dividend of fifty cents per share 
and an extra dividend of one dollar 
per share on the capital stock of 
this Company have been declared 
payable April 15, 1948 to stock- 

holders of record March 18, 1948. 
EMERY N. LEONARD 
Treasurer 














table and this at times may be 
intensified by a return to sea- 
sonal patterns. The overall eco- 
nomic impact of these develop- 
ments can perhaps best be gauged 
by future employment trends. 

Despite existing cross currents, 
there is at this time no evidence 
of any considerable recession in 
industrial operations. And there 
is always the possibility that any 
recessive trend in the making 
may well be nipped by the impact 
of the proposed preparedness 
program. 


761,005 905,199 

6,091,541 5,649,732 

6,064,196 5,307,861 

3.76 3.29 

ata 2.00 1.60 
“Call for 





New York, N. Y 
March 17, 1948 


Philip Morris & Co. Lta.. inc 


The regular quarterly dividend o! 
$1.00 per share on the Cumulative Pre- 
ferred Stock. 4% Series, and the regu- 
lar quarterly dividend of 90¢ per share 
on the Cumulative Preferred Stock 
3.60% Series have been declared pay- 
able May 1, 1948 to holders of Pre- 
ferred Stock of the respective series of 
record at the close of business on April 
15, 1948. 

There has also been declared the 
quarterly dividend of 37%¢ per share 
and an extra dividend of 25¢ per share 
on the Common Stock, ($5 Par), pay- 
able April 15, 1948 to holders of Com- 
mon Stock of record at the close of 
business on March 31, 1948. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized. 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 





L. G. HANSON, Treasurer. 
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et’s look at the case of airline xX 


WITH its fleet of 26 prewar twin-engine airliners, airline X* was losing money each month. To 


mect this problem, airline X replaced its 26 obsolete planes with 12 Martin 2-0-2’s. What was the 
result? The figures below speak for themselves. 


USING USING 

MARTIN 2-0-2 STANDARD PREWAR PLANE 
No. of Airplanes in Fleet 12 26 
Average Trip Length—Miles 400 400 
Cruising Speed (60°, NRP at 10,000’) MPH 253 191 
Block Speed—MPH (10 MPH Headwind) 219 168 
Airplane Utilization—Hrs./Yr. 3650 3650 
Passenger Seats /Airplane 36 21 
Available Seat Miles/Yr. 345,000,000 335,000,000 
Seat Miles at 60%; Load Factor 207,000,000 201,000,000 


Direct Flying Cost/Airp. Hr. $98.22 $58.08 
Indirect Expense—125, Direct $122.78 $72.60 
Total Cost/Airp. Hr. $221.00 $130.68 
Operating Expenses/Yr. /Fleet $9,680,000 $12,400,000 


(Note: Revenue figures do not include mail, express and freight.) 


Revenue/Yr. at 85‘ L. F. and 5.5 cents/Pass. Mi. $16,130,000 $15,660,000 
Gross Profit $6,450,000 $3,260,000 


Revenue/Yr. at 80°) L. F. and 5.5 cents/Pass. Mi. $15,180,000 $14,740,000 
Gross Profit $5,500,000 $2,340,000 


Revenue/Yr. at 70°% L. F. and 5.5 cents/Pass. Mi. $13,280,000 $12,900,000 
Gross Profit $3,600,000 $500,000 


Revenue/Yr. at 65°% L. F. and 5.5 cents /Pass. Mi. $12,330,000 $11,980,000 
Gross Profit $2,650,000 (-) $420,000 


Revenue/Yr. at 60% L. F. and 5.5 cents /Pass. Mi. $11,390,000 $11,060,000 
Gross Profit $1,710,000 (-) $1,340,000 


*Though above figures for hypothetical airline X are based on Air Trans- 
port Association formula, figures based on actual operating costs of the ra 
2-0-2 are even lower. The Glenn L. Martin Company, Baltimore 3, Md. 


AN INTERNATIONAL INSTITUTION 


MANUFACTURERS OF: Martin 2-0-2 airliners © Advanced military aircraft e¢ Aerial gun turrets « AI RCRAFT 
NM arvinol resins (Martin Chemicals Division) « DEVELOPERS OF: Rotary wing aircraft (Martin Rotawings Division) ‘4 \ 
Mareng fuel tanks (licensed to U. S. Rubber Co.) © Honeycomb construction material (licensed to U. S. Builders of cnn C) | Asvevafe Since 1909 
P'ywood Corp.) ¢ Stratovision aerial re-broadcasting (in conjunction with Westinghouse Electric Corp.) « Se 
L’ADERS IN RESEARCH to guard the peace and build better living in many tar-reuching fields. 
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PAPER COMPANY 
REPORTS ON 


1947.... 


Sales and Earnings at New High 
A . f 1947 1946 
Fear tee Review NET SALES .. . $143,864,583 $82,782,186 
Assets: Have expanded to over $130,000,000. NET INCOME... 14,631,325 5,563,603 





New York Stock Exchange: Preferred 
and common shares of the Company listed June | SUMMARY OF CONSOLIDATED 


16, 1947. Dividend payments on common stock INCOME FOR THE YEAR 
resumed. 

‘ ENDED DECEMBER 31, 1947 
Timber Holdings: Increased to over 


1,800,000 acres as a result of acquisitions in Net Sales, Royalties and Rentals $143,864,583.30 
Maine and Georgia. Cost of Sales and Expenses.... 120,445,637.30 
P 4 Operating Income .... 23,418,946.00 
Mills and Plants: Total increased to 38. . ' Q 
ee er : Income Credits ............. 1,343 654.32 
The Pensacola “Kraft Center” is nearing com- 
pletion and will be the world’s largest inte- Gross Income .............. 24,762,600.32 
grated operation of timber... to pulp... to Income Charges ...... ..... 678,458.53 
kraft paper .. . to multiwall bags. Construction Net Income Bolore Provision for 


started on $6,000,000 Tacoma kraft mill. Federal and Foreign Income 
WONOS. ..g ookccacocvaccacs > 2eOCRIAET? 


Production Increased: Pulp production ee ee ee ny 
now 369,637 tons; paper production (all eign Income Taxes. . 9,325,458.19 
grades) now 506,255 tons; multiwall bag pro- ee ee eT a 
duction now 190,508 tons. Capacity of Panelyte Minority Interests ... _ 14,758,683.60 
Plastics plant 25,000,000 pounds. 


Deduct Minority Interests in In- 
ee 127,358.11 


Employees: Have increased to over 13,000. 
Net Income .. 14,631,325.49 








Stockholders: Now total over 15,000. 


THE FUTURE 

UR program of expansion and modernization carried on through these recent years has 

now reached certain desired goals as disclosed by the above data. 

Each unit has been strengthened through careful plant modernization. installation of new 
machines and the acquisition or construction of new plants. It will be our policy to continue 
these practices in the future to the extent needed to keep our Company abreast of its cus- 
tomers’ requirements and to fulfill our responsibility to our employees. 

Our products and markets are more diversified and we are continuing the development 
of new paper and plastic products. Multiwall bags for old and new customers are being pro- 
duced in larger volume in our own factories from kraft paper of our own manufacture. All 
these factors are contributing to a greatly strengthened economic position for St. Regis. 

In planning and carrying through the Company’s expansion and improvement program, 
we have been prompted by our firm confidence in the sound future of the pulp and paper in- 
dustry and the importance of its place in the American economy. 


——————piREcCToRs————, § T. REGIS PAPER 


J. H. Allen M. F. Ford R. B. Maltby 
T. H. Cosford E.R. Gay C. B. Martin 


W. Delong H.R. Lamb tS Ouintan 230 pA ‘AVENUE, NEW YORK 17, N. ¥. 


ee fen Ch ieee OW Wen NEW YORK > CHICAGO > ~—BALTIMORE > ~—«SAN FRANCISCO 
IN CANADA: St. Regis Paper Co. (Can.) Ltd., Montreal 
PRODUCTS: St. Regis “Tacoma” bleached and unbleached sulphate pulp ... Multiwall Bags and Bag-filling Machines .. . Printing, Publication 
and Specialty Papers... Panelyte—the St. Regis Structural Laminated Plastic. 














